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CPA ElderCare Services— 2000
How This Alert Helps You
This Alert serves as an important information source for those 
who have expanded their practices to include ElderCare engage­
ments, as well as an introduction to those who are unfamiliar 
with the ElderCare services that can be provided by CPAs.
ElderCare services offer great potential for practitioners by build­
ing on the CPA’s reputation for independence, objectivity, and 
integrity. CPAs can offer a valuable service to the elderly, their 
children, and other concerned relatives, by providing assurance 
that care goals are achieved for those who are no longer able to be 
totally independent.
This Alert informs you about important news related to your 
ElderCare practice; it teaches you about key ElderCare topics. 
Moreover, the information provided in this Alert will assist you in 
ensuring your long-term professional growth by tapping into the 
full potential of the ElderCare engagement.
For Those Thinking About Practicing ElderCare...
What are CPA ElderCare services? Why should I offer this service?
CPA ElderCare is a service designed to provide assurance to family 
members that care goals are achieved for elderly family members 
who are no longer able to be totally independent. The service relies 
on the expertise o f other professionals, with the CPA serving as 
the coordinator and assurer o f quality o f services based on criteria 
and goals set by the client. The purpose of the service is to pro­
vide assurance in a professional, independent, and objective man­
ner to third parties (children, family members, or other concerned 
parties) that the needs of the elderly person to whom they are at­
tached are being met.
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Significant Demand for ElderCare Services
The elderly population is growing dramatically and the percent­
age of these people living by themselves is increasing steadily— 
and they need a wide variety of assistance to help them live happy 
lives. Given the aging population and the amount o f wealth 
concentrated among the elderly, a significant demand for a rea­
sonably priced, independent, and objective eldercare assurance 
service exists. The annual market for ElderCare Services is estimated 
to range from $2 to $7  billion! Practitioner s average fees are estimated 
to range from $300 to $1,500 per month, per client, depending on the 
level o f service provided.
You see, this expanding elder segment o f our population requires 
care and assistance in living in their own homes or in institutional 
care homes. Less of that care and assistance is being provided by 
the younger generation for various reasons, including time con­
straints and the geographic distance between grown children and 
their parents or older relatives. In addition, governmental agencies 
cannot provide the care and assistance needed by elderly people, as 
it is not the role of government to fulfill those responsibilities.
As a CPA, you are ideally suited to provide ElderCare Services, and in 
fact CPAs are already providing this service. Your training to bring 
independence and objectivity to problems is a tremendous asset.
The Specifics of ElderCare
So what exactly does CPA ElderCare services consist of?
ElderCare can involve the following three kinds o f services: direct 
services, assurance services, and consulting services. Direct ser­
vices entail the more traditional aspects o f accounting and finan­
cial services. Assurance services involve measuring and reporting 
on prescribed goals against stated criteria. Consulting services in­
clude evaluating and planning client needs.
Listed below are some o f the potential services under each o f the 
three categories. The AICPA Practice Aid, CPA ElderCare: A 
Practitioners Resource Guide, contains a more comprehensive list 
of specific services. You can order the practice aid by calling the
8
Order Department at 1-888-777-7077 and asking for Product 
Number 022504.
Direct Services
Financial services can include the following.
•  Receive, deposit, and account for client receipts.
•  Make appropriate disbursements.
• Plan for and prepare income taxes.
• Prepare employment tax returns for caregivers and house­
hold help.
Nonfinancial services can include the following.
• Help arrange for transportation, housekeeping, and other 
services.
• Manage real estate and other property.
• Visit and report on the elderly on behalf of children in dis­
tant locations.
Assurance Services
Financial services can include the following.
• Review and report on financial transactions.
• Test for asserters’ adherence to established criteria.
• Review investments and trust activity.
Nonfinancial services can include the following.
•  Measure and report on care provider performance against 
established goals.
• Evaluate and report on the performance o f other outside 
parties, such as contractors.
Consulting Services
ElderCare planning can include the following.
•  Plan for housing and support service needs.
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•  Evaluate alternative costs o f retirement communities and 
other housing.
•  Perform estate planning.
Planning for fiduciary needs can include arranging the following:
•  Financial power of attorney
• Health care power o f attorney
The evaluation o f financing options can include the following:
• Medicare and Medicaid
• Long-term care insurance
• Health maintenance organizations (HMOs)
• Reverse mortgages
Family facilitation can include the following.
• Mediate or arbitrate family disputes.
• Act as an intermediary between parent and child.
The coordination o f support and health care services can include 
quarterbacking the team of health care, legal, and other professionals.
Other consulting services can include the following.
• Establish the standards of care that are expected.
• Communicate expectations to care providers.
• Establish performance measurement systems.
Achieving Success
A successful ElderCare engagement depends on the following 
four key factors:
• The development o f an appropriate care plan that ad­
dresses the level o f care or services required
• The maximization of financial resources available to pay 
for the needed care and services
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•  An inventory o f local organizations from which the care or 
services will be provided
• An understanding among the care team and the client 
about who will provide the care or services
CPA ElderCare services challenge you to consider not only the 
older adult's financial needs, but, with the help of other specialized 
professionals, also his physical, psychosocial, and environmental 
needs and the needs and expectations of the individual's family
Executive Summary— For Those Thinking About
Practicing ElderCare...
• CPA ElderCare services is a service designed to provide assurance to 
family members that care goals are achieved for elderly family mem­
bers no longer able to be totally independent.
• The service will rely on the expertise of other professionals, with the 
CPA serving as the coordinator and assurer of quality of services 
based on criteria and goals set by the client.
• CPAs are ideally suited to provide ElderCare services, given their 
training to bring independence and objectivity to an engagement.
• Practitioner’s average fees are estimated to range from $300 to 
$1,500 per month, per client.
• CPA ElderCare services can involve three kinds of services; direct 
services, assurance services, and consulting services.
From the News Room
Current events for ElderCare practitioners.
Social Security Earnings Limit Repealed
In April 2000, Congress changed the law that determines the 
level o f Social Security benefits payable to retirees who continue 
working. If a beneficiary is working, his benefit amount will now 
be reduced only until he reaches his full retirement age, not up to 
age seventy. The following formula will be used to determine the 
reduction in benefits.
11
•  If an individual is under full retirement age (currently age 
sixty-five) when he starts getting his Social Security pay­
ments, one dollar in benefits will be deducted for each two 
dollars he earns above the annual limit. For 2000, that 
limit is $10,080.
•  In the year an individual turns full retirement age, one dol­
lar in benefits will be deducted for each three dollars he 
earns above a different limit, but only counting earnings 
before the month he reaches the full benefit retirement age. 
For 2000, this other limit is $17,000.
• Starting with the month an individual reaches full retirement 
age, he will get his benefits with no limit on his earnings
These new rules apply for the entire year o f  2000, starting back in 
January.
Prior to the passage of this new law, the Senior Citizens’ Freedom 
to Work Act, the Social Security benefits of workers between the 
ages o f sixty-five and sixty-nine were reduced by one dollar for 
every three dollars earned over a $17,000 limit.
This new law also repeals the benefit deductions that similarly 
apply to people between the ages o f sixty-five and seventy who 
receive dependents benefits or survivors benefits.
Since the new law is retroactive to January 2000, the Social Se­
curity Administration will reimburse beneficiaries for benefits 
they should have received under the new law during the first 
half o f the year.
Bankruptcies of Nursing Homes
Bankruptcy in nursing home chains is almost becoming com­
monplace. Three o f the nation’s largest chains have all filed for 
protection under federal bankruptcy law in the last three years. 
These three chains alone account for almost 1,100 facilities across 
the country and many smaller chains have also followed suit. 
Often, the bankruptcy of these facilities forces residents to find 
new accommodations, disrupting their lives and the lives o f their 
family, sometimes with little or no warning.
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The industry blames the situation on cuts in Medicare reimburse­
ment, particularly those attributable to the federal Balanced Bud­
get Act o f 1997. According to representatives in the nursing home 
industry, Congress intended to cut $1.3 billion a year from skilled 
nursing facilities. Already, however, cuts are approaching $2 bil­
lion. Exploding litigation costs and staffing shortages also are 
being included in the woes of the industry. Critics o f the industry 
contend that the nursing homes are poorly run and inefficient.
In Florida, with its large elder population, over twenty percent of 
the nursing home beds are in a facility under bankruptcy protec­
tion. Given the prevalence o f this phenomemon, and because the 
residents affected are at high risk, Florida’s Agency on Health Care 
Administration has established an additional watch over bankrupt 
facilities. The agency sends inspection teams on a monthly basis 
into nursing homes that have filed for bankruptcy. The purpose of 
the inspections is to ensure that the care given to residents does 
not decline as a result of financial pressures on the facility.
What can you, as a practitioner, do to protect your clients? Re­
search the nursing home. Ask to see state inspection reports for 
two to three years. Look for indications that the facility is expe­
riencing financial problems, such as continual staffing short­
ages. Ask around the community— is the nursing home having 
trouble paying bills on time? Be cautious— just because an en­
tity is part o f a national chain does not mean you will not en­
counter trouble with them. Also, check the facility’s insurance 
coverage. A number o f facilities have opted not to carry liability 
insurance in response to rising costs and underwriters pulling 
out o f the market!
Addressing the High Costs of Prescription Drugs
Democrats and Republicans are both working on proposals to help 
Medicare beneficiaries pay for prescription drugs. A Medicare pre­
scription drug benefit is shaping up to be a hot election issue. Cur­
rently, prescription drug coverage is not provided by Medicare. 
Although Democrats and Republicans agree that Medicare needs 
to provide prescription drug coverage, they disagree significantly 
on what kind o f coverage.
13
The Clinton-Gore Administration plan—
• Would cover half o f a beneficiary’s drug costs up to $2,000 
a year, beginning in 2002; that would increase to half o f 
$5,000 by 2009.
• Would limit beneficiary spending on prescription drugs to 
$4,000 per year in 2002, indexed to drug inflation in sub­
sequent years.
•  Includes a monthly premium of $25 in the first year and 
would increase as the benefit is phased in.
•  Would pay most prescription drug expenses for low-income 
older adults.
The Republican plan contains the following features—
• Calls on private insurers to offer drug coverage plans for all 
Medicare recipients.
• Standard package would have to include a $250 deductible; 
payment of half o f all drug costs up to $2,100 after the de­
ductible has been reached; and coverage of all expenses over 
$6,000 in any single year.
•  Premium would range between $35 and $40 a month.
• Payment of most prescription drug expenses for low-income 
elderly.
•  Subsidizes roughly 35 percent of insurance companies’ costs.
Democrats argue that Republican private sector solutions cannot 
guarantee that all elderly individuals would have access to high- 
quality, affordable prescription drug coverage. Republicans counter 
that the Democrats’ proposal is a bureaucratic, big-government 
solution that fails to utilize the private market to help lower costs 
and provide a choice of different benefits.
Remember that these proposals on prescription drug benefits 
can change quickly and every week seems to bring news about 
this hot topic. If your clients are interested in when a prescrip­
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tion drug benefit will be available and what it will look like, you 
should keep abreast o f the latest status o f the aforementioned 
proposals.
A Primer on the Rising Costs of Prescription Drugs
Prescription drug costs are escalating at nearly three times the rate 
of other health care costs. The Health Care Financing Adminis­
tration (HCFA) estimates that prescription drug costs will grow 
at 10 percent a year until 2008. Obtaining prescription medi­
cines is a significant out-of-pocket expense for many older Amer­
icans. In fact, prescription drug expenditures typically account 
for approximately 34 percent of an older adult’s total health care 
expenses. Compounding the problem o f rising drug costs is the 
fact that most o f the elderly live on fixed incomes; as the prices of 
needed medications rise, the purchasing power o f many elderly 
individuals erodes.
Medicare does not, with few exceptions, provide prescription 
drug coverage. One must seek alternative coverage options to re­
ceive help paying the costs of prescription medicines. Two-thirds 
o f all elderly Americans possess some form of prescription drug 
insurance coverage using these alternative options. This drug cov­
erage usually is obtained through a former employer’s health care 
plan, a Medicare HM O (Medicare+Choice), a Medigap policy, or 
Medicaid (for poor elderly people).
Unfortunately, these prescription drug coverage options are lim­
ited. Very few seniors receive health care benefits from their for­
mer employers. Medicare HM Os are not available in all areas and 
often have limited benefits with very low caps. Moreover, govern­
ment reimbursement payments to HM Os have been low, driving 
H M O s to drop elderly customers from their plans (See the 
“Medicare+Choice Failing?” article that follows in this section.) 
Medigap policies that cover the costs o f prescription drugs are ex­
pensive. Medigap Plan H, which includes drug benefits, costs 
about $135 a month and is not available in all states. Given these 
limitations, many elderly people have little or no insurance to 
help pay the costs o f their prescription medicines.
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• While a Social Security beneficiary is working, his benefit amount 
will now be reduced only until he reaches his full retirement age, not 
up to age seventy.
• Significant numbers of large and small nursing homes are going 
bankrupt. When researching a nursing home, look for indications of 
financial problems.
• Republicans and Democrats are proposing different plans to include 
a prescription drug benefit as part of the Medicare program.
Medicare+Choice Failing?
Numerous Medicare HMOs are dropping hundreds o f thousands 
of elderly people from their plans because of inadequate reimburse­
ment from Medicare. These seniors, who joined the HM Os in 
hopes o f receiving better benefits at more affordable prices, have 
been forced to return to the standard fee-for-service medical cover­
age. As a result of these HM O terminations, many experts in the 
health care industry, politicians, and other interested parties fear 
that the Medicare HM O initiative is in a state of crisis and may fail.
Medicare HM Os are part o f the latest change to the Medicare 
program known as Medicare+Choice. The AICPA’s Practice Aid, 
CPA ElderCare: A Practitioner s Resource Guide, provides a detailed 
explanation o f what MediCare+Choice is all about. Essentially, 
joining a Medicare managed care plan helps fill the gaps that exist 
in the basic Medicare program. Other options are available to fill 
those gaps, like Medigap policies, but Medicare+Choice is seen as 
a cost-effective alternative to Medigap and other options. Those 
who support combining Medicare with managed care hope it will 
dramatically reduce Medicare expenditures by allowing private 
HM O companies to bring their cost-saving techniques into the 
Medicare program.
In addition, allowing elderly people to enroll in Medicare-affiliated 
HM Os helps move health care matters and decisions into the pri­
vate sector and out of government bureaucracies. Medicare+Choice 
helps return the allocation of medical resources to the private sec-
Executive Summary— News Room
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tor and helps reduce the risk of government control over the health 
care and drug industry.
Threatening the hoped-for benefits of combining Medicare with 
managed care, the Medicare program has been significantly reduc­
ing reimbursements to HM Os that participate in Medicare. As a 
result, these companies are deciding that Medicare-affiliated cus­
tomers are not a good source o f profit, and have therefore been 
dropping recipients from their plans. HM O executives point to the 
Balanced Budget Act of 1997 as a prime cause of their reimburse­
ment shortages, charging that under the provisions o f that Act, re­
imbursement rates are below medical inflation rates.
A quick fix to this situation does not appear to exist. Together with 
the related issue of prescription drug coverage, this Medicare 
HM O crisis may have to await a solution until after the November 
2000 elections.
Bush, Clinton-Gore Issue Long-Term Care Proposals
Recognizing the importance of long-term care issues, George W. 
Bush, and the Bill Clinton-Al Gore Administration have issued 
proposals to help Americans pay for the exorbitant costs of caring 
for their elderly family members.
The Bush proposal provides a 100 percent above-the-line tax de­
duction for long-term care insurance premiums. Making premi­
ums tax deductible would stimulate the purchase o f private 
long-term care insurance and lessen taxpayer spending on Medic­
aid outlays. In addition, Bush would establish an additional ex­
emption (currently estimated at $2,750) for every elderly relative 
that a caregiver tends in the caregiver’s home.
The Clinton-Gore Administration proposes a $3,000 annual tax 
credit to individuals with long-term care needs or their caregivers. 
Additional proposals issued by the Clinton-Gore Administration 
include taxpayer funding for services which support family care­
givers o f the elderly, enabling states to expand Medicaid coverage 
to community-based and individual long-term care services, and 
increased federal spending on low-income housing for the elderly.
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Wanted: Home Health Aides
A serious shortage o f home health aides exists nationwide. This 
shortage is largely attributable to the robust economy and an ex­
tremely tight labor market. The shortage is so critical that many 
people cannot find aides to help their elderly relatives. In fact, 
some people have been forced to quit their jobs to care for elderly 
loved ones.
Home health aides help the elderly with many o f the activities of 
daily living including dressing, eating, and using the bathroom. 
There are approximately 500,000 home health aides throughout 
the country. The U.S. Bureau of Labor Statistics estimates that 
the population o f home health aides needs to expand by 60 per­
cent over the next ten years to adequately supply the demands of 
the elderly population. Spurred on by a thirty-year low unem­
ployment rate, home health aides are finding better paying jobs 
in other industries such as retail and food service. Often, the 
work in these other industries, in addition to offering higher 
compensation, is less demanding than caring for an elderly per­
son who requires intense personal attention.
With the economy expected to continue expanding in the near 
future, this shortage o f home health aides is expected to worsen as 
demand for entry-level workers increases.
Wanted: Geriatricians
Despite the growing population o f elderly adults, a serious short­
age o f geriatricians exists. Many families are having trouble find­
ing doctors who possess the specialized training required to treat 
the complex medical problems elderly people may confront. Al­
though most older adults only require the services o f a regular 
doctor, some 20 percent o f the elderly need geriatricians to help 
them with their medical problems. Certain organizations, like the 
American Geriatrics Society, are attempting to address the shortage 
by initiating programs to train regular doctors to improve their care 
of the elderly.
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• Numerous Medicare HMOs are dropping hundreds of thousands of 
elderly people from their plans because of inadequate reimburse­
ment from Medicare
• George W. Bush has offered a long-term care proposal that would 
provide a 100 percent above-the-line tax deduction for long-term 
care insurance premiums. Bush would establish an additional ex­
emption for every elderly relative that a caregiver cares for in the 
caregiver’s home.
• The Clinton-Gore Administration proposes a $3,000 annual tax 
credit to individuals with long-term care needs or their caregivers. 
Additional proposals include taxpayer funding for services which 
support family caregivers of the elderly, enabling states to expand 
Medicaid coverage to community-based and individual long-term 
care services, and increased federal spending on low-income housing 
for the elderly.
• A serious shortage of home health aides exists nationwide. This short­
age is largely attributable to the robust economy and an extremely 
tight labor market.
• Despite the growing population of elderly adults, a serious shortage 
of geriatricians exists.
House-Senate Committee Working on Patient’s Bill of Rights and 
the Supreme Court Issues a Decision
A House-Senate conference committee is working on a compro­
mise between a House-passed version and a Senate-passed version 
o f a bill aimed at protecting patients. The conference committee 
has been stalled by significant differences between the House and 
Senate bills.
The House bill allows patients to sue their health plans if they are 
harmed by decisions made by the health plans. The Senate bill 
does not allow patients to sue their health plans, a prohibition 
that purports to eliminate the risk that many health plans will 
stop offering health benefits rather than accepting the high risk o f 
being sued. Also, the House bill would apply to all 160 million
Executive Summary— News Room
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Americans covered by private insurance plans. The Senate version 
would apply to 48 million Americans covered by plans not regu­
lated by the states.
In related news, the United States Supreme Court recently issued 
a decision that protects HM Os from certain kinds of lawsuits by 
patients. The Court ruled that patients cannot sue, under federal 
law, their HM Os for providing financial incentives to physicians 
who help reduce the H M O s costs. In the case, Pegram v. Hedrich, 
a woman sued her HM O claiming that the injuries she sustained 
were caused by her HM O  restricting access to health care she 
needed as a result o f the H M O ’s financial incentives policy with 
participating doctors. HM Os regularly grant financial incentives 
to doctors who help control HM O costs. Patients still can seek 
legal remedy in state courts. The Court's opinion on this case can 
be found at www.supremecourtus.gov.
Consolidation Occurring in the Long-Term Care Insurance Industry
Both long-term care insurance products and their underwriters 
are evolving through a process o f sweeping consolidation that is 
occurring in the long-term care insurance marketplace. For exam­
ple, CNA, one of the nations largest insurers, recently announced 
that the company is exploring the sale o f its individual life insur­
ance business, which includes long-term care insurance. One car­
rier, GE Financial Assurance, a division o f GE, has emerged as 
the market leader with about 30 percent of the $2.9 billion market. 
They took the lead after the recent acquisition of the CitiCorp 
long-term care insurance business, from the division created when 
CitiCorp acquired Travelers Insurance.
Conseco has about 23 percent o f the market for a number two 
position, and they recently acquired a long-term care agency 
from Fortis (after Fortis sold the rest o f their long-term care 
business to John Hancock.) However, Conseco is experiencing 
financial problems. Their 1999 annual report stated that two 
large creditors have demanded early repayment o f their loans, 
and a number of experts have expressed concerns that Conseco’s 
cash flow is dwindling. Any company experiencing financial
20
problems could potentially consider a sale of some or all of their 
lines o f business to raise cash, which should be of concern to any 
of their policyholders.
All this consolidation affects policyholders in many ways. The 
new insurer might find it necessary to raise premiums, espe­
cially if unrealistically low premiums created the need to sell the 
business in the first place. It is possible that the sale could void 
or alter other contractual obligations, or that claims policies and 
procedures will change with a new carrier. The policyholder 
may have carefully researched the financial strength and other 
features of the insurer who originally issued the policy, only to 
find out that this is not the company which will provide bene­
fits in the future.
Veterans Finding It Hard to Get Health Care
With the closing of so many military bases and military hospi­
tals, many veterans are unable to obtain the health care benefits 
provided by veterans’ hospitals and other military health care 
facilities. The problem is worsened by the aging population of 
veterans who require more and more medical attention. Vet­
eran’s groups are attempting to generate congressional action on 
this problem.
Executive Summary— News Room
• A House-Senate conference committee is working on a compromise 
between a House-passed version and a Senate-passed version of a bill 
aimed at protecting patients. The conference committee has been 
stalled by significant differences between the House and Senate bills.
• The U.S. Supreme Court issued a decision that protects HMOs 
from certain kinds of lawsuits.
• Tremendous consolidation is occurring in the long-term care insur­
ance marketplace.
• With the closing of so many military bases and military hospitals, 
many veterans are unable to obtain the health care benefits typi­
cally provided by veterans’ hospitals and other military health care 
facilities.
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Practice Issues
Inside Practice Issues—Professional liability insurance. .. New and 
proposed pronouncements... Expanding ElderCare to your current 
client base
Professional Liability Insurance and Your ElderCare Practice
New information about your AICPA professional liability insurance and 
ElderCare services.
As you develop the CPA ElderCare services segment o f your prac­
tice, your exposure to professional liability claims may come from 
some unexpected directions. Since these exposures are often not 
fully addressed in traditional accountants’ professional liability 
policies, you may find yourself without the coverage you need if a 
claim is made against you. The areas o f particular concern include 
the following:
• The exposure to bodily injury claims
• The addition o f professionals other than accountants
• Guardianships and durable power o f attorney agreements
Bodily Injury Coverage Now Available
Suppose, in the course o f one o f your ElderCare engagements, your 
client sustains a bodily injury and files suit against you. Perhaps a 
transportation company or a home health care assistant has not 
been careful. Claims alleging such bodily injury are traditionally 
excluded from coverage by most accountants’ professional liability 
insurance policies. Even though you may not have “caused” the in­
jury, the potential for being held vicariously responsible and the 
cost o f defending yourself can be quite high. Also, if the vendor 
caused the injury and has no assets or insurance, you may find 
yourself paying the damages. With a bill bodily injury exclusion on 
your professional liability policy, judgment or settlement amounts 
related to the injury will not be covered.
Do not expect your general liability policy to respond either. 
Most general liability policies do provide bodily injury coverage;
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however, they typically exclude claims arising out o f professional 
services.
The plan carrier for the AICPA Professional Liability Insurance 
Program, CNA, has recently updated its coverage options. Bodily 
injury coverage for your ElderCare exposures is now available.
New Options Related to Your Risk Associating With 
Other Professionals
A number o f firms are working with other professionals such as 
geriatric care managers, social workers, nurses, physicians, stock­
brokers, life agents, life insurance agents, and attorneys when pro­
viding ElderCare services. The associations might involve direct 
employment, joint venturing, contracting, referring, and so on. 
Whatever the professional or business arrangement, your profes­
sional liability policy may not address the risk related to these asso­
ciations to your satisfaction. You may find a contractor is covered 
by your policy when you do not want that contractor to be cov­
ered. Alternatively, a non-accountant professional employee may 
not be fully covered contrary to your interest. Be sure to check 
your policy about these matters.
The AICPA Professional Liability Insurance Program now pro­
vides options relating to your risk in working with these other 
professionals. We recommend that any vendors that you contract 
with maintain adequate professional liability insurance for them­
selves. You do not want to be a “deep pocket” for someone else's 
liability claim.
Entering Into Guardianship and Durable Power of 
Attorney Contracts
In your services to the elderly, you may be asked to enter into 
guardianship and durable power of attorney contracts. Do not 
enter into these agreements lightly. Consult with your local inde­
pendent attorney to see whether the contracts are necessary in pro­
viding your services. Also, review the agreement with your counsel 
to see whether you are assuming any uninsured risk. Then, consult 
your insurance professional to see what coverage may be available 
for you and at what cost. You will then be in a position to make an
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informed decision as to what to do about the agreement. Firms 
insured in the AICPA Professional Liability Insurance Program 
have access to a toll-free hotline through which they can get 
advice on these and other risk management, claims, and under­
writing issues.
More Information About Your AICPA Professional Liability 
Insurance Program
The AICPA Professional Liability Insurance program can help 
you to address the exposures you face when performing CPA El­
derCare services. If you are insured with another company, be 
sure to speak with your agent about your exposure and how cov­
erage will apply.
For more information about the AICPA Professional Liability 
Insurance Program call your local Program representative or, if 
you prefer, Aon Insurance Services at 1-800 221-3023.
CNA is a registered service mark, trade name, and domain name 
of CNA Financial Corporation. The Accountants Professional 
Liability Program is underwritten by Continental Casualty Com­
pany, one of the CNA insurance companies.
The information presented above is for illustrative purposes only 
and is not a contract. It is intended to provide a general overview 
of the products and services offered. Nothing contained herein 
should be construed as an acknowledgment by any CNA com­
pany that a given situation would be covered under a particular 
insurance policy. To determine whether a specific situation may 
be covered, please refer to your policy. Only the insurance policy 
can give actual terms, coverages, amounts, conditions, and ex­
clusions. Not all coverages are available in all states.
A New Approach to Compilations
A new exposure draft proposes to alter compilations.
The AICPA Accounting and Review Services Committee (ARSC) 
issued an exposure draft that seeks to fundamentally change com­
pilation engagements. The December 31, 1999, Exposure Draft 
would revise Statement on Standards for Accounting and Review
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Services (SSARS) No. 1, Compilation and Review o f Financial State­
ments (AICPA, Professional Standards, vol. 1, AR sec. 100), by 
providing communication and performance requirements for 
unaudited financial statements submitted to a client that are not 
expected to be used by a third party.
Note that additional guidance related to this exposure draft is expected 
to be issued in the future. The information presented below includes 
references to “management. ” You should read the definition o f man­
agement in the exposure draft to understand the meaning o f the term 
in the context o f ElderCare services.
SSARS No. 1 was supposed to establish a minimum level o f service 
for unaudited financial statements o f nonpublic entities. To ac­
complish this, a trigger in paragraph 7 says that, “The accountant 
should not submit unaudited financial statements of a nonpublic 
entity to his or her client or others unless, as a minimum, he or 
she complies with the provisions of this statement applicable to a 
compilation engagement.”
Although this trigger effectively established a minimum level of 
service, in the years since SSARS No. 1 was issued, the account­
ing profession, the competitive environment, and technology 
have all changed. As client relationships change, many practition­
ers feel constrained by the requirements of SSARS No. 1.
Under the proposed amendment, if an accountant performs a 
compilation, a communication to management is required. The 
appropriateness o f the communication depends on the following.
• If an accountant is engaged to report on compiled financial 
statements or submits financial statements to a client that 
are or reasonably might be expected to be used by a third 
party, the accountant must issue a compilation report.
• If an accountant submits financial statements to a client 
that are not expected to be used by a third party, the fol­
lowing communication options are available.
— Issue a compilation report in accordance with the re­
porting requirements o f SSARS No. 1.
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-  Obtain an engagement letter signed by management 
documenting an understanding with the entity regard­
ing the services to be performed and the limitations on 
the use o f those financial statements.
-  Issue a letter to management documenting an under­
standing with the entity regarding the services to be per­
formed and the limitations on the use o f those financial 
statements, prior to or at the time the statements are 
submitted.
The documentation of the understanding in the engagement let­
ter or the letter to management as described above should include 
statements that address the following matters:
•  The nature and limitations o f the services to be performed
• Management responsibility for the entity’s financial state­
ments
• The condition that no opinion or any other form of assur­
ance on the financial statements is to be provided
• The condition that financial statements are not to be reviewed 
or audited
• Acknowledgment of management’s representation and 
agreement that the financial statements are not to be used 
by third parties
• The condition that financial statements cannot be relied 
upon to disclose errors, fraud, or illegal acts
The accountant is required to include a reference on each page of 
the financial statements, such as, “Restricted for Management’s 
Use Only,” to protect the public if the financial statements origi­
nally thought to be for management’s use were to be obtained by 
a third party.
Help Desk— copy of the exposure draft is available on the
AICPA Web site (www.aicpa.org). Comments on the Exposure
Draft were due June 9, 2000. You can keep abreast of the status
of this proposed amendment to SSARS No. 1 by checking the
AICPA Web site, the Journal of Accountancy, or the CPA Letter.
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Executive Summary— A New Approach to Compilations
• The AICPA Accounting and Review Services Committee issued 
an exposure draft that seeks to fundamentally change compilation 
engagements.
• The Exposure Draft provides communication and performance re­
quirements for unaudited financial statements submitted to a client 
that are not expected to be used by a third party.
• A copy of the Exposure Draft is available on the AICPA Web site 
(www.aicpa.org). Comments on the Exposure Draft were due June 9, 
2000 .
Quality Control Standard Issued
Statement on Quality Control Standards No. 5 has been issued.
In March 2000, the ASB issued Statement on Quality Control 
Standards (SQCS) No. 5, The Personnel Management Element o f a 
Firms System o f Quality Control—Competencies Required by a Prac­
titioner in Charge o f an Attest Engagement. SQCS No. 5 expands the 
personnel element of SQCS No. 2 by introducing an experience re­
quirement for performing professional services under the SASs, 
SSARSs, and SSAEs. SQ CS No. 5 incorporates the concept o f 
CPAs meeting certain minimum competencies and focuses on in­
dividuals who assume responsibility for signing attest reports.
More information on this pronouncement can be obtained by 
calling the AICPA Order Department at 1-888-777-7077. You 
can also check the AICPA Web site at www.aicpa.org.
Proposal on Tax Services Standards
What new tax practice standards are being proposed?
The Statements on Standards for Tax Services (SSTSs) are pro­
posed to supersede and replace the Statements on Responsibilities 
in Tax Practice (SRTPs), which currently include eight Statements 
and one Interpretation.
Although the number and names of the SRTPs, and the substance 
of the rules contained in each of them, would remain the same, the
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language has been edited both to clarify and to reflect the pro­
posed enforceable nature of the SSTSs. Currently, the SRTPs are 
advisory and educational in nature. In addition, because the 
applicability o f these standards is not limited to federal income 
tax practice, confusing references have been changed to mirror 
the broader scope.
The guidelines, as set forth in the SRTPs, have come to play a 
much more important role than most members realize. The 
courts. Internal Revenue Service (IRS), state accountancy boards, 
and other professional organizations recognize and rely upon the 
SRTPs as the appropriate articulation o f professional conduct in 
a CPAs tax practice. In effect, the SRTPs in and o f themselves 
have become de facto enforceable standards o f professional prac­
tice as tax practitioners are regularly held accountable for failure 
to follow them, through state disciplinary organizations and 
malpractice cases when their professional practice conduct fails 
to meet the prescribed guidelines o f conduct defined in the 
Statements.
The AICPA Tax Executive Committee believes the Institute can 
best serve the public and our members by adopting enforceable 
standards of conduct for tax practice. The AICPA Board of Direc­
tors has agreed, and with Board support, the AICPA Council set 
the stage for enforceable tax standards by designating the Tax Ex­
ecutive Committee as a standard-setting body in October 1999. 
Such designation authorizes the Tax Executive Committee to 
adopt these statements as enforceable standards after a ninety-day 
exposure period. If adopted, the standards would become part of 
AICPA’s Code o f Professional Conduct. Members would be ex­
pected to comply with them, and violations could subject mem­
bers to an ethics investigation.
More information on these pronouncements can be obtained by 
calling the AICPA Order Department at 1-888-777-7077. You 
can also check the AICPA Web site at www.aicpa.org.
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Major Revision to Attestation Standards Proposed
Exposure draft to improve utility of attestation standards.
In April 2000, the Auditing Standards Board (ASB) issued an ex­
posure draft o f a proposed Statement on Standards for Attestation 
Engagements (SSAE) entitled Attestation Standards: Revision and 
Recodification. The ASB undertook this project to improve the util­
ity o f the attestation standards, which were issued in 1986. The 
ASB believes that practitioners will find the revised standards easier 
to understand and apply. It also believes that the revised standards 
will enable practitioners to tailor engagements to meet the needs of 
decision makers. The proposed SSAE would supersede SSAE Nos. 1 
through 9.
Significant Aspects of the Exposure Draft
Among other things, the proposed revision of AT section 100, 
Attestation Standards—
• Changes the definition o f an attest engagement into a 
statement on the applicability o f the standard. The pro­
posed applicability statement is as follows.
This section applies to engagements in which a certified 
public accountant in the practice of public accounting 
(hereinafter referred to as a practitioner) is engaged 
to issue or does issue an examination, a review, or an 
agreed-upon procedures report on subject matter, or an 
assertion about the subject matter, that is the responsi­
bility of another party.
•  Clarifies that the attestation standards are applicable if a 
practitioner and his or her client intend that the engage­
ment be an attest engagement.
•  Clarifies the relationship between the party responsible for 
the subject matter (the responsible party); the client, if dif­
ferent than the responsible party; and the practitioner.
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•  Enables the practitioner, in a number o f circumstances, to 
perform and report on engagements for which a written as­
sertion cannot be obtained from the responsible party.
•  Enables true direct reporting on subject matter by elimi­
nating the requirement to make reference to an assertion in 
the practitioner's report. The practitioner also is permitted 
to report on the written assertion provided by the responsi­
ble party.
The proposed SSAE also would amend AT Section 600, Agreed- 
Upon Procedures Engagements (AICPA, Professional Standards, vol. 1, 
AU sec. 600), by—
• Eliminating the requirement for a practitioner to obtain a 
written assertion in an agreed-upon procedures attest en­
gagement.
•  Incorporating changes needed as a result o f the proposed 
elimination o f SAS No. 75, Engagements to Apply Agreed- 
Upon Procedures to Specified Elements, Accounts, or Items o f a 
Financial Statement (AICPA, Professional Standards, vol. 1, 
AU sec. 622). (At its meeting in April 2000, the ASB pro­
posed withdrawing SAS No. 75). The AT section on agreed- 
upon procedures would be applicable to all agreed-upon 
procedures engagements.
The proposed effective date is for assertions or subject matter as of 
or for a period ending on or after June 15, 2001. Early application 
would be permitted. The exposure draft is available on the AICPA 
Web site at the following URL: www.aicpa.org/members/div/ 
auditstd/drafts.htm.
Ethics Interpretation Revised and Ruling Issued
What new ethics pronouncements may be of interest to an ElderCare CPA?
The Professional Ethics Executive Committee has adopted revi­
sions to the following Interpretation under the Code o f Professional 
Conduct (AICPA, Professional Standards, vol. 2, ET sec. 101.05) 
and has adopted the following ruling under the Code o f Professional 
Conduction sec. 391.049-.050 an d  ET sec. 591.383-.384):
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• Interpretation 101-3 Under Rule of Conduct 101, Perfor­
mance o f Other Services” (AICPA, Professional Standards, 
vol. 2, ET sec. 101.05)
• Ruling No. 25 Under Rule of Conduct 302 and No. 192 
Under Rule o f Conduct 503, “Commission and Contin­
gent Fee Arrangements With Nonattest Client”
More information on these pronouncements can be obtained by 
calling the AICPA Order Department at 1-888-777-7077. You 
can also check the AICPA Web site at www.aicpa.org.
Executive Summary— New Quality Control Standards, Proposed
Tax Standards, Revision to Attestation Standards, and Ethics
Interpretation and Ruling
• SQCS No. 5, The Personnel Management Element of a Firm’s System 
of Quality Control—Competencies Required by a Practitioner in Charge 
of an Attest Engagement has been issued.
• The SSTSs are proposed to supersede and replace the SRTPs.
• An exposure draft of a proposed SSAE entitled Attestation Standards: 
Revision and Recodification has been issued. The Exposure Draft sig­
nificantly revises the attestation standards.
• The Professional Ethics Executive Committee has adopted revisions 
to an Interpretation and has adopted a ruling under the Code of Pro­
fessional Conduct that may be of interest to ElderCare practitioners.
How to Expand Your ElderCare Services to Your Current Client Base
Introducing ElderCare to your clients.
The existing client base is undoubtedly the best source of potential 
clients for CPA ElderCare services, whether they are elderly or the 
adult children o f elderly parents. Presented below is advice on tap­
ping into that client base and presenting your ElderCare services.
Targeting Client Groups
Analyze every section of your firm’s practice individually to see 
what potential exists for expanding your ElderCare services. For 
example, your firm may have a personal tax practice, a small busi-
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ness practice, and an audit practice, A separate strategy should be 
formulated for each area.
Personal Tax Practice. Your personal tax practice is most likely 
the best source for expansion of your ElderCare practice. Com­
pleting income tax returns provides an opportune time to discuss 
personal family matters with your clients. Discussion with a mid­
dle-aged client often leads to conversations about education 
funding for their children, retirement planning for themselves, 
and health concerns for their parents. Therefore, a discussion 
about ElderCare is being directed to the children o f parents that 
are at least sixty years o f age and older.
CPAs often know the situation o f their clients’ immediate family 
very well. Nevertheless, CPAs are usually not as familiar with 
their extended family and its circumstances. O f course, in a num­
ber o f situations, particularly in small communities, CPAs may 
very well be preparing personal tax returns for members o f the ex­
tended family.
Therefore, to explore opportunities for an ElderCare engagement, 
you will have to probe deeper into the clients’ extended family. 
Granted we are talking about asking personal questions, however, 
this is the nature o f ElderCare. It is a more personally intense ser­
vice than practitioners are generally used to providing.
What if your personal tax client is in the age range of sixty to sev­
enty-five? They themselves may be eligible for CPA ElderCare 
services or most definitely, their parents will be. For example, 
maybe one o f your clients is considering transferring his and his 
wife’s investments and banking activity over to a trust company 
for them to manage. You can outline the alternative o f having 
your firm open a trust account to manage his banking activity. 
Also, you can tell him you could work with his investment broker 
and monitor his investments. You can explain how your monthly 
reports would inform him of the status o f his bank account and 
his investment account. You can explain that your fee would be 
based on time spent, not as a percentage of his investment port­
folio. This may seem to your client a reasonable alternative that 
he might consider.
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Sm all Business Practice. Often, the shareholders o f your corpo­
rate clients are also personal tax clients. But what about the em­
ployees of these corporate clients? Many times you might interact 
with these employees during your accounting or audit engage­
ments. Why not ask the shareholders to attend a staff meeting 
and spend a few minutes introducing this concept of ElderCare? 
You can also consider incorporating the topic o f CPA ElderCare 
into a one-half day income tax seminar that could be jointly 
sponsored by the shareholders and your firm.
Audit Practice. Most CPAs do some audit work. The audit work 
will vary depending on the size of community a CPA operates in 
and a CPA’s own preference for audit work. In some instances, 
the clients may be not-for-profit organizations.
Not-for-profit clients usually have a board of directors. CPAs usu­
ally present audited financial statements and management letters 
to the boards o f directors. This affords you another opportunity 
to get the message across about ElderCare. Many not-for-profit 
organizations have operations that cater to the elderly (for exam­
ple, health care facilities, religious organizations, and senior hous­
ing complexes). These clients need to know that their auditor can 
do much more than just audit.
Ways of Getting the Message Across
You can communicate to your potential ElderCare clients about 
your services in various ways.
Meetings. Simply discussing ElderCare in a face-to-face meeting 
with an existing client is the best way to get the message across. 
Try to take a few minutes at the end o f every meeting to tell your 
client about this new service. You are trying to plant a seed that 
may bear fruit down the road.
Brochures and Letters. Having a brochure available for clients to 
take with them and read on their own is a good idea. The AICPA 
has developed a marketing kit that includes print-ready, quality 
brochures. The kit also includes draft letters that could be used to 
introduce CPA ElderCare to a potential client. In addition, the 
AICPA Practice Aid, CPA ElderCare: A Practitioner s Resource
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Guide, contains guidance on creating brochures and press releases 
and provides samples. Why not target specific clients by sending a 
brochure and a cover letter? Follow up with a phone call. Clients 
like to hear from their CPAs. Too often, they say, “But we only hear 
from you at year-end or at personal tax time.” A client does not 
normally criticize his CPA for communicating too much.
Articles. Local papers welcome useful and relevant articles. Submit­
ting an article is a cost-effective way of reaching a large audience 
that will include both existing clients, as well as potential clients.
Client Seminars. Wh y not organize a breakfast seminar for anyone 
who is interested in learning more about this new service that you 
are offering?
Others Wh o Interact With Your Clients
Other professional groups, such as lawyers, bankers, insurance 
agents, and investment brokers, are also advising your clients. In­
form these professionals about your ElderCare services. You want 
these people to know that you are always looking for ways to pro­
vide additional services to your clients. Often, new client referrals 
come from this group of other professionals.
Executive Summary— How to Expand Your Services to Your 
Current Client Base
• Completing income tax returns provides an opportune time to dis­
cuss personal family matters with your clients and introduce your 
ElderCare services.
• Try to introduce your ElderCare services to the employees of your 
clients by attending a client staff meeting or presenting an income tax 
seminar to the employees in which you discuss the ElderCare service.
• Your not-for-profit organization clients may have operations that 
cater to the elderly. Let the boards of directors of these clients know 
about your ElderCare practice.
• Communicate information about your ElderCare practice through 
meetings, brochures, letters, articles, and seminars.
• Inform the other professionals who are advising your clients about 
your ElderCare practice.
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Entitlements Watch
Taking a look at Social Security, Medicare, and Department of 
Veterans Affairs burial benefits.
Social Security and Medicare Update 2000
What are the 2000 Social Security and Medicare changes?
Current Social Security and Medicare information for 2000, ob­
tained from the Social Security Administration, is presented below.
Information for Social Security Beneficiaries
Based on the increase in the Consumer Price Index (CPI-W) 
from the third quarter o f 1998 through the third quarter o f 1999, 
Social Security beneficiaries received a 2.4 percent cost o f living 
adjustment (COLA) for 2000.
As of January 2000, the Retirement Earnings Test has been elim­
inated for individuals aged sixty-five to sixty-nine. It remains in 
effect for those ages sixty-two through sixty-four. A modified test 
applies for the year an individual reaches age sixty-five.
Year 2000
Year individual $17 ,0 0 0  per year Applies only for m onths prior
reaches sixty-five ($1,417 per month) to attaining age sixty-five. One 
dollar in benefits will be withheld 
for every three dollars in earnings 
above the limit.
Under age sixty-five $10 ,080 per year 
($840 per month)
O ne dollar in benefits will be 
withheld for every two dollars in 
earnings above the limit.
There is no limit on earnings beginning the month an individual 
attains age sixty-five.
Estimated average monthly Social Security benefits after the De­
cember 1999 COLA are as follows.
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Beneficiary
Monthly Benefit After 
2.4 Percent COLA
All retired workers 
Aged couple, both receiving benefits 
W idowed m other and two children 
Aged widow(er) alone
D isabled worker, spouse and one or more children 
All disabled workers
$ 804 
$1,348 
$1,611 
$ 775 
$1,255 
$ 754
Information for Medicare Recipients
Presented below are Medicare deductible, coinsurance, and pre­
mium amounts for 2000. Most individuals who qualify for Social 
Security do not pay a premium for Medicare hospital insurance.
Hospital Insurance (Part A)
For first 60 days in a hospital, patient pays $776
For 61 through 90 days in a hospital, patient pays $194 per day
Beyond 90  days in a hospital, patient pays (for up to 60 more days) $388 per day
For first 20 days in a skilled nursing facility, patient pays $0
For 21 through 100 days in a skilled nursing facility, patient pays $97 per day
Medical Insurance (Part B)
Premium $45.5 per m onth
Deductible $100 per year
After the patient has paid the deductible. Part B pays for 
80 percent o f  covered services.
Help Desk—For a more in-depth discussion of Social Security 
and Medicare, refer to Chapter 7 of the AICPA Practice Aid, 
CPA ElderCare: A Practitioner’s Resource Guide (Product Number 
022504). Also, refer to the Social Security Web site at www.ssa.gov 
and the Medicare Web site at www.medicare.gov.
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Veterans’ Burial and Memorial Benefits
Who can be buried in a veterans cemetery, and what other benefits are 
available fo r a deceased veteran?
Burial benefits available from the U.S. Department of Veterans Af­
fairs (VA) National Cemetery Administration include a gravesite in 
any of the 117 national cemeteries with available space, opening 
and closing of the grave, perpetual care, a government headstone or 
marker, a grave liner for casketed remains, and a presidential 
memorial certificate, at no cost to the family.
Eligibility
Persons eligible for burial in a VA national cemetery include the 
following individuals. Be sure to consult with the VA or their Web 
site (www.va.gov) for more specific limitations on the groups dis­
cussed below.
1. Veterans and members o f the U.S. Armed Forces (Army,
Navy, Air Force, Marine Corps, and Coast Guard)
a. Any member o f the Armed Forces of the United States 
who dies on active duty.
b. Any citizen of the United States who, during any war in 
which the United States has been or may hereafter be 
engaged, served in the armed forces o f any government 
allied with the United States during that war, whose last 
active service terminated honorably by death or other­
wise, and who was a citizen o f the United States at the 
time o f entry into such service and at the time of death.
c. Any veteran who was discharged under conditions other 
than dishonorable. With certain exceptions, service be­
ginning after September 7, 1980, as an enlisted person, 
and service after October 16, 1981, as an officer, must 
be for a minimum of twenty-four months or the full pe­
riod for which the person was called to active duty. Un-
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desirable, bad conduct, and any other kind o f discharge 
other than honorable may or may not qualify the indi­
vidual for veterans benefits, depending upon a determi­
nation made by a VA Regional Office. Cases presenting 
multiple discharges o f varying character are also referred 
for adjudication to a VA. Regional Office.
2. Members of reserve components and Reserve Officers’ Train­
ing Corps
3. Commissioned Officers, National Oceanic and Atmos­
pheric Administration
4. Public Health Service
5. World War II Merchant Mariners
6. Spouses and dependents
a. The spouse or unremarried surviving spouse o f an eligi­
ble person, even if that person is not buried or memori­
alized in a national cemetery, is eligible for interment in 
a national cemetery. In addition, the spouse o f a mem­
ber o f the Armed Forces o f the United States lost or 
buried at sea or officially determined to be permanently 
absent in a status o f missing or missing in action or 
whose remains have been donated to science or cre­
mated and the ashes scattered.
b. The surviving spouse of an eligible decedent who re­
marries an ineligible individual and whose remarriage is 
void, terminated by the ineligible individual’s death, or 
dissolved by annulment or divorce is eligible for burial 
in a national cemetery. The surviving spouse o f an eligi­
ble decedent who remarries an eligible person retains 
his or her eligibility for burial in a national cemetery.
7. Others (Such other persons or classes of persons as designated 
by the Secretary of Veterans Affairs [38 U.S.C. § 2402(6)] or 
the Secretary of the Air Force [Public Law 95-202, § 401]).
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Headstones and Markers
The VA furnishes upon request, at no charge to the applicant, a 
government headstone or marker to mark the unmarked grave of 
an eligible veteran in any cemetery around the world. Any deceased 
veteran eligible for burial in a VA national cemetery (see above) is 
also eligible for a government-provided headstone or marker. 
Headstones and markers are provided for eligible spouses and de­
pendents o f veterans only when buried in a national, military 
post/base, or state veterans cemetery. Spouses and dependents 
buried in a private cemetery are not eligible for a government- 
provided headstone or marker.
Military Funeral Honors
On January 1, 2000, the Department o f Defense (DOD) began 
the implementation plan for providing military funeral honors 
for eligible veterans as enacted in Section 578 o f Public Law 106- 
65 o f the National Defense Authorization Act for 2000.
Upon the family’s request, the law requires that every eligible vet­
eran receive a military funeral honors ceremony to include fold­
ing and presenting the United States burial flag and the playing 
o f Taps. The law defines a military funeral honors detail as con­
sisting o f two or more uniformed military persons with at least 
one a member o f the veteran’s parent service o f the armed forces. 
The D O D  calls for funeral home directors to request military fu­
neral honors on behalf o f the veteran’s family. Veterans organiza­
tions may assist in the provision o f military funeral honors. If 
military funeral honors at a national cemetery are desired, they 
are arranged prior to the committal service by the funeral home.
Help Desk—Questions or comments concerning the DOD mil­
itary funeral honors program may be sent to the address below. A 
military funeral honors Web site is located at www.military 
funeralhonors.osd.mil.
Military Funeral Honors 
9504 IH-35 North, Suite 320 
San Antonio, TX 78233-6635
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• The Veterans Administration provides burial benefits that include a 
gravesite in any of the 117 national cemeteries with available space, 
opening and closing of the grave, perpetual care, a government head­
stone or marker, a grave liner for casketed remains, and a presidential 
memorial certificate, at no cost to the family.
• Eligible persons include veterans and members of the U. S. Armed 
Forces; members of reserve components and Reserve Officers’ Training 
Corps; commissioned officers of the National Oceanic and Atmos­
pheric Administration, and the Public Health Service; World War II 
merchant mariners; and spouses and dependents.
• Headstones, markers, and military funeral honors are also provided 
for veterans.
Executive Summary— Veterans Burial and Memorial Benefits
QuickTakes
Helpful tips for ElderCare CPAs.
Coffins Can Be Costly
A casket can easily account for nearly half the cost o f a funeral. 
Typically, casket prices are marked up from 300 to 500 percent 
by funeral homes. More and more, people are shopping around 
for caskets and saving significant money. In the past several years, 
independent casket companies and discount chains have been ap­
pearing and selling coffins at reduced prices. You should advise a 
client who is in the market for a coffin to look into these alterna­
tive casket stores. You can find them on the Internet or in tele­
phone listings. Remember, too, that if a funeral home refuses to 
accept a casket purchased from another company, it can be fined 
$10,000 by the Federal Trade Commission.
Veterans’ Benefits for Surviving Spouses
Surviving spouses of deceased veterans who remarry are no longer 
eligible for Dependency and Indemnity Compensation (DIC) pay­
ments. Nevertheless, the Veterans Benefits Act permits restoration 
of DIC payments to a surviving spouse if the remarriage is termi­
nated through death, divorce, or annulment.
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Getting Help to Pay Health Care Costs
Medicaid has programs that pay some or all of Medicares premiums 
and may also pay Medicare deductibles and coinsurance for certain 
people who are entitled to Medicare and have a low income. If your 
client has Medicare Hospital Insurance (Part A), his income is lim­
ited (see table below); and his financial resources such as bank ac­
counts, stocks, and bonds are not more than $4,000 for an 
individual, or $6,000 for a couple, he may qualify for assistance as a 
Qualified Medicare Beneficiary (QMB), Specified Low-Income 
Medicare Beneficiary (SLMB), or Qualifying Individual (QI).
2000 Monthly Income Limit1
Individual Couple Program Pays M edicare’s
Q M B $ 716 ■ $ 958 Premiums, deductibles, and coinsurance
SLM B $ 855 $1,145 M onthly Part B premiums
QI-1 $ 960 $1 ,286 M onthly Part B premiums
Q I-2 $1,238 $1,661 A  small part o f  the monthly Part B premiums
Help Desk—For more information about these programs, call 
your state, county, or local medical assistance office. You can 
find these offices listed under Medicaid, Social Services, Medical 
Assistance, Public Assistance, Human Services, or Community 
Services in the phone book. You can also call Medicare at 1-800- 
MEDICARE to find the phone number in your state.
Respite Care
Caregivers who provide constant care for their elderly family 
member need some time away from their care duties to take care 
of their own needs. Respite care allows caregivers this time by 
providing a trained worker (or, in a number o f cases, a volunteer) 
to be with the family member while the caregiver is away.
Your local area agency on aging is a good place to start looking for 
information on respite care. Sometimes, these agencies maintain
1. Slightly higher amounts are allowed in Alaska and Hawaii. Income limits will in­
crease slightly in 2001, and new limits will be available by April 1, 2001. These pro­
grams may not be available in Guam, Puerto Rico, the Virgin Islands, the Northern 
Mariana Islands, and American Samoa.
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their own programs for respite care. A number o f programs are 
managed by affiliates o f national organizations. Many other pro­
grams are provided by local organizations such as churches, 
schools, and other nonprofit groups. Sometimes, families arrange 
for care with neighbors or other people they know.
Respite care is only partially paid for by Medicare. Many programs 
receive public funding for their services. Some charge fees on a 
sliding scale based on a family’s income. Other programs may be 
operated by nonprofit organizations that receive funding from do­
nations or other sources. Many programs must use a combination 
o f funding sources in order to meet their financial needs.
Choosing a Medicare Managed Care Plan
When helping to choose a Medicare managed care plan, consider 
the following advice.
• Obtain a written description o f coverage, premiums/costs, 
copayments, and policies/procedures.
• Determine whether your client’s doctors and other health 
care providers are already in the plan’s network of providers. 
How difficult will it be to retain a new doctor and go to a 
new hospital and other providers if  the ones your client 
now uses are not in the network?
• Preferred Provider Organizations (PPOs) and HM Os with a 
point of service option will allow your client to use providers 
that are out-of-network, but charge higher copayments, and 
premiums.
• Consider whether the plan offers a prescription drug benefit 
and how much more that feature costs.
•  Obtain an explanation of the plan’s appeals process. The plan 
will approve or reject medical procedures for your client, not 
Medicare.
• Determine the dimensions of the plan’s service area. A nar­
row service area may limit your client’s choice of providers.
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• Look for plan feature that may be important to your client 
such as eye exams, hearing exams, and medical equipment 
provisions.
Spotlights
Turning the Spotlight on—Regulation of long-term care facilities... 
Buying long-term care insurance... Depression in older adults
Is That Long-Term Care Facility Properly Regulated?
Long-term care facilities may not be regulated.
Nursing Homes—Yes
In the United States, the only long-term care facilities that are con­
sistently regulated are nursing homes. They are subject to a myriad 
of federal, state, and local regulations, including state licensure reg­
ulations, Medicaid and Medicare regulations, state sanitation laws, 
and local zoning and fire codes. Nursing homes are licensed in 
every state, and most states further constrain the development of 
new facilities with a Certificate of Need (CON) process that en­
sures that the facility management can meet financial and clinical 
requirements prior to construction and that the facility that is to be 
built is actually necessary, in light o f the demographic makeup of 
the region. In many states, there is actually a moratorium on new 
nursing home construction, which prevents any new providers 
from entering the market at all. States also have a federally man­
dated process whereby they survey nursing homes at least annually, 
and surveyors have the ability to require compliance with deficien­
cies, levy fines, and even decertify the facility for participation in 
Medicare and Medicaid.
Other Long-Term Care Facilities—Maybe Not
In contrast, long-term care facilities other than nursing homes are 
inconsistently regulated. No federal regulations exist for this level 
of care. Many states have implemented licensing regulations for as­
sisted living and other residential care facilities, but most have done 
so only in the last couple o f years. However, these regulations, even
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if they exist, may not require a regular and recurring survey process. 
Many state regulations simply state that surveys will be conducted 
“as necessary.”
In addition, long-term care facilities may be able to operate outside 
the scope of any existing regulations. For example, in a number of 
states, facilities that provide care for six or fewer people, or some 
other limited number o f residents, are exempted from the assisted 
living or residential care regulations that apply to larger facilities. 
Facilities that avoid providing certain kinds of medical services may 
be exempted from the regulations. Sometimes, developers deliber­
ately structure facilities to be non-health care real estate develop­
ments, and provide health care services to their residents by 
contract with a licensed home health agency, thereby exempting 
the facility itself from any health care licensing regulations.
Assisted living and residential care facilities do not participate in 
Medicare, so are not subject to any Medicare regulations. In most 
states, Medicaid does not cover assisted living services, so Medic­
aid regulations do not apply. Even in states that provide some 
Medicaid-covered assisted living services, usually only a small 
number o f facilities participate in the program.
Most states have no CO N  process for the construction o f assisted 
living facilities, so such facilities can be built “at will,” regardless 
o f the financial or medical qualifications of facility management, 
which removes another level o f the regulatory protection which 
nursing homes in many states have been subject to for years.
Executive Summary— Is That Long-Term Care Facility 
Properly Regulated?
• Nursing homes are subject to a myriad of federal, state, and local reg­
ulations, including state licensure regulations.
• Nursing homes are surveyed annually in accordance with federal law 
and deficiencies are reported.
• In contrast, other long-term care facilities are inconsistently regu­
lated and not surveyed regularly.
• In addition, certain long-term care facilities are able to operate outside 
the scope of any regulation.
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An Important Lesson in Buying Long-Term Care Insurance
Evaluating long-term care insurance policies.
The first class-action lawsuit related to excessive premium in­
creases in long-term care insurance was settled last December. 
The defendants included Acceleration Life Insurance Company, 
National Standard Life Insurance Company, and Common­
wealth Life Insurance Company, for policies they sold in twenty- 
three states. The $12.6 million settlement includes a cap on 
premiums for policyholders, some o f whom have received 325 
percent or more in increases on their level premium policies.
This lawsuit illustrates an important issue to consider in evaluat­
ing long-term care insurance policies— level premiums provisions 
are not a guarantee that premiums will not increase! These provi­
sions only promise that premiums for an individual policyholder 
will not increase more than other policies included in the same 
class. The carrier is not prohibited from increasing premiums for 
all policyholders o f XYZ  policy in the state o f Illinois, for in­
stance. It appears that a number of disreputable insurers deliber­
ately undercut current premiums in order to jump-start policy 
sales, later attempting to make up the loss in subsequent pre­
mium increases.
The important lesson is that the quality o f the insurance carrier is 
critical in evaluating long-term care insurance policies. A policy 
with a higher current premium offered by a carrier with a history 
o f holding to modest increases would be far preferable to a policy 
with unusually low premiums offered by a less reputable carrier 
who might raise those premiums precipitously in the future.
The National Association of Insurance Commissioners (NAI C) 
has included language requiring insurers to disclose premium in­
crease history to potential purchasers in their Model Long Term 
Care Insurance Act. This document is a suggested statute to help 
states enact consistent regulations across the country for the regu­
lation of long-term care insurance.
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Depression and the Elderly
Recognizing and dealing with depression.
One in five o f all suicides in the United States are o f those ages sixty- 
five and older. The highest rate o f suicide is among white men ages 
eighty-five and older, with a rate of 65.3 deaths per 100,000. In con­
trast, the U.S. national average suicide rate is 10.8 per 100,000.
Major depression is a significant predictor o f suicide in elderly 
Americans. Depression is difficult to recognize and often goes un­
treated. Depression is estimated to affect approximately 15 out of 
every 100 adults over sixty-five in the U.S. Depression can arise as 
a result of an illness or a personal loss and is different from sadness, 
grief, loss, or passing mood states. Depression is often wrongly in­
terpreted as a normal part of aging. Depression is a medical prob­
lem related to an imbalance o f chemicals in the brain.
Recognizing Depression in Your Client
Recognizing depression in the elderly is not always easy. An older 
adult may interpret depression and mental illness as something 
stigmatizing. Since the older person may have difficulty admit­
ting that he or she has a problem, you should be alert to the com­
mon signs of potential depression. The most common symptoms 
o f late-life depression include the following:
Persistent sadness (lasting two weeks or more)
Feeling slowed down
Excessive worries about finances or health problems 
Feeling worthless or helpless 
Weight changes 
Pacing and fidgeting 
Difficulty sleeping 
Difficulty concentrating
Physical symptoms such as pain or gastrointestinal problems
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•  Withdrawal from social activities
• Neglecting their personal appearance or their homes
Once properly diagnosed, depression can often be effectively 
treated with medication, therapy, or a combination o f both. Re­
cent studies have shown that the most effective current treatment 
is a combination o f psychotherapy and an antidepressant drug.
Symptoms of Depression Similar to Symptoms of 
Other Problems
An older persons physician should be alerted to any signs o f major 
depression so that proper treatment can be administered. Even 
doctors may have difficulty recognizing the signs of depression in 
their older patients. Often, it is difficult to identify depression be­
cause its symptoms are similar to other medical conditions. For ex­
ample, weight loss, sleep disturbance, and low energy also occur in 
diabetes and heart disease; apathy, poor concentration, and mem­
ory loss are also found in Parkinsons and Alzheimer’s diseases; and 
aches or fatigue may be present in many other conditions.
In addition, fatigue, high or low mood, sedation, and difficulty 
with memory or concentration can be depressive symptoms but 
can also occur as side effects of medication. The current medica­
tions taken by an individual should also be evaluated in deter­
mining the diagnosis.
Depression Mixing With Other Disorders
Depression often occurs with medical, psychiatric, and substance 
abuse disorders, though it is frequently unrecognized and un­
treated. This can lead to unnecessary suffering since depression is 
usually treatable, even when it occurs with other disorders. Depres­
sion occurs at higher than average rates in heart attack and cancer 
patients, persons with diabetes, and post-stroke patients. Untreated 
depression can interfere with the patient’s ability to follow the nec­
essary treatment regimen or to participate in a rehabilitation pro­
gram. It may also increase impairment from the medical disorder 
and impede its improvement.
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Substance abuse disorders (including alcohol and prescription 
drugs) frequently exist with depression. Substance use must be 
discontinued in order to clarify the diagnosis and maximize the 
effectiveness o f psychiatric interventions. Additional treatment is 
necessary if  the depression remains after the substance use and 
withdrawal effects have ended.
Individuals with concerns about the occurrence of depression with 
another illness should discuss these issues with the elder's physician.
A checklist, which older adults can use to do a self assessment for 
signs o f depression, has been provided in the “Resource Zone” of 
this Alert.
Help Desk—For more information about depression and the 
older person, you can contact the following organizations: Amer­
ican Association for Geriatric Psychiatry, (301) 654-7850; the 
National Institute of Mental Health, (301) 443-4513; the 
National Mental Health Information Center, (800) 969-6642; 
and the National Depressive and Manic-Depressive Association, 
(800) 826-3632.
Executive Summary— Depression and the Elderly
• Major depression, a significant predictor of suicide in elderly Amer­
icans, is difficult to recognize and often goes untreated.
• Depression is a medical problem related to an imbalance of chemi­
cals in the brain.
• You should be alert to common signs of potential depression in your 
client including persistent sadness, weight changes, and feelings of 
worthlessness or helplessness.
• Once properly diagnosed, depression can often be effectively treated 
with medication, therapy, or a combination of both.
• Often, there is difficulty identifying depression because its symp­
toms are similar to other medical conditions.
• Individuals with concerns about the occurrence of depression with 
another illness should discuss these issues with the elder’s physician.
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The Financial Beat
What's Happening on the Financial Beat—Does your client need to 
pay employment taxes?... How does Medicaid Treat a Recipient's 
Assets?... Deciding on a tax-qualified long-term care insurance policy
Paying Payroll Taxes for Household Workers
Does your client need to withhold and pay taxes for their 
household employees?
ElderCare clients expect their CPAs to understand payroll tax is­
sues related to the hiring of household employees. You may need 
to know whether your client has to pay employment taxes.
If your client has a household employee, he may need to pay state 
and federal employment taxes. Your client generally must add his 
federal employment taxes to the income tax that he will report on 
his federal income tax return.
Who Is a Household Employee?
A household employee is someone your client pays for household 
work, and that worker is your client's employee. Household work 
is work done in or around your client’s home by sitters, health 
aides, private nurses, maids, caretakers, yard workers, and similar 
domestic workers. A household worker is your client’s employee 
if your client can control not only what work is done, but how it 
is done. If the worker is your client’s employee, it does not matter 
whether the work is full time or part time, or that your client 
hired the worker through an agency or from a list provided by an 
agency or association. It does not matter whether your client pays 
the worker on an hourly, daily, or weekly basis, or by the job.
If only the worker can control how the work is done, the worker 
is not your client’s employee but is self-employed. A self-em­
ployed worker usually provides his own tools and offers services 
to the general public in an independent business. If an agency 
provides the worker and controls what work is done and how it is 
done, the worker is not your client’s employee.
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Does Your Client Need to Pay Employment Taxes?
If your client has a household employee, he may need to withhold 
and pay Social Security, and Medicare taxes, or pay federal unem­
ployment tax, or both. To find out, see the table below. Your client 
does not need to withhold federal income tax from his household 
employee's wages. But if the employee asks your client to withhold 
it, your client can choose to do so.
If your client— Then your client needs to do the following.
A. Pays cash wages o f  $1,200 or more in 
2000 to any one household employee. 
This does not include wages your client 
pays to any o f  the following:
•  H is spouse
•  H is child under age 21
•  H is parent
•  Any employee under age 18 at any 
time in 2000
See IRS publication num ber 926 for 
exceptions to the last two bullet points.
W ithold and pay Social Security and
Medicare taxes.
•  The taxes are 15.3 percent o f  
cash wages.
•  Your clients employee’s share is 7.65 
percent. (Your client can choose to 
pay it him self and not withhold it.)
•  Your client’s share is a m atching 
7 .65 percent.
B. Pays total cash wages o f  $1 ,000 or Pay federal unem ployment tax.
more in any calendar quarter o f  2000 •  The tax is usually 0.8 percent o f
to household employees. cash wages.
D o  not count wages your client pays to •  Wages over $7 ,000  a year per
any o f  the following: employee are not taxed.
•  H is spouse
•  H is child under age 21
•  You m ay also owe state unem ploy­
m ent tax.
•  H is parent
If your client does not need to pay Social Security, Medicare, or 
federal unemployment tax and does not choose to withhold federal 
income tax, you should contact your client's state unemployment 
tax agency to find out whether your client needs to pay state un­
employment tax for your household employee. You should also 
find out whether your client needs to pay or collect other state em­
ployment taxes or carry workers’ compensation insurance.
Making Tax Payments
When your client files his federal income tax return, attach 
Schedule H, Household Employment Taxes, to his Form 1040. Use
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Schedule H to figure your client’s total household employment 
taxes (Social Security, Medicare, unemployment, and withheld 
federal income taxes). Add these household employment taxes to 
your client’s income tax.
Filing Form W-2
Your client must file a separate Form W-2, Wage and Tax Statement, 
for each household employee to whom your client pays either of 
the following wages during the year:
1. Social Security and Medicare wages o f $ 1,200 or more
2. Wages from which your client withheld federal income tax
Form W-2 must be completed and Copies B, C, and 2 must be 
given to your client’s employees by January 31. Copy A of Form 
W-2 with Form W-3, Transmittal o f Wage and Tax Statements, must 
be sent to the Social Security Administration by February 28 (April 
2, if  Form W-2 is filed electronically).
Employer Identification Number
Your client must include his employer identification number 
(EIN) on the forms that he files for his household employees. An 
EIN is a nine-digit number issued by the IRS. It is not the same 
as a Social Security number. If your client does not have an EIN, 
get Form SS-4, Application for Employer Identification Number.
Help Desk—More information about who is an employee is 
in Internal Revenue Service (IRS) Publication 15-A, Employer’s 
Supplemental Tax Guide. For more detailed and comprehensive 
information about paying employment taxes, read IRS Publi­
cation 926, Household Employer’s Tax Guide. IRS publications 
can be obtained by visiting their Web site at www.irs.gov, or by 
calling 1-800-829-3676.
Executive Summary— Paying Payroll Taxes for Household Workers
• A household employee is someone your client pays for household 
work (such as sitters, maids, caretakers, health aides), and that worker 
is your client’s employee. A household worker is your client’s em­
ployee if your client can control not only what work is done, but how 
it is done.
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• Your client may need to withhold and pay Social Security and 
Medicare taxes (15.3 percent of cash wages) if your client pays wages 
of $1,200 or more to any one household employee.
• Your client may need to pay federal unemployment tax (0.8 percent 
of cash wages) if your client pays total cash wages of $ 1,000 or more 
in any calendar quarter to household employees.
• Check with your state tax agency to see what state employment taxes 
may need to be paid.
• IRS Schedule H is used to figure household employment taxes, and 
Form W-2 must be filed for each household employee paid $1,200 
or more during the year.
• Your client must include EIN on all forms filed for his household 
employees.
Medicaid Eiigibility and Your Client's Assets
What are Medicaid’s asset standards for those receiving long-term 
care-related benefits?
Medicaid is a program, unlike Medicare, which requires no contri­
bution by the recipient but is based solely on the need of the recip­
ient. Unlike Medicare, Medicaid is administered primarily by the 
states and the states receive reimbursements from the federal gov­
ernment (generally between 50 and 80 percent o f the funds that 
the states pay out). States must try to recover benefits paid to long­
term care Medicaid recipients from their estates after death.
A person must prove financial need to receive Medicaid benefits. 
People who are disabled, people who receive Supplemental Secu­
rity Income (SSI), and financially needy persons who receive Aid 
to Families with Dependent Children (Welfare) qualify to receive 
Community Medicaid. Community Medicaid benefits are differ­
ent from the Medicaid benefits paid to people in nursing homes 
or who have other long-term care needs.
Those individuals not qualified to receive Community Medicaid 
benefits as described in the preceding must meet separate poverty 
criteria consisting o f both income and asset standards. These 
standards are discussed in the following sections.
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Asset Standards for People Receiving Medicaid in 
Connection With Long-Term Care
Recipients o f long-term care Medicaid are allowed to keep certain 
assets. A recipient's assets are classified as countable or noncount- 
able. Countable refers to an asset that will be included in determin­
ing whether or not an individual is eligible to receive Medicaid. A 
noncountable asset is ignored for purposes o f determining how 
much property a person or couple owns. In most states a person 
is limited to $2,000 ($3,000 for couples) in countable assets to be 
eligible for Medicaid.
Countable Assets. The following are countable assets used to de­
termine whether you exceed the $2,000 (for individuals) or $3,000 
(for couples) limit for countable assets:
1. Cash
2. Bank deposits that include savings, checking, certificates o f 
deposit (CDs), or other accounts o f any kind at financial 
institutions (Money held jointly with another in a bank is 
treated as if  it all belongs to the applicant or his or her 
spouse, including money set up as a trust account for 
someone else. The applicant has the burden to prove that 
the amounts in a joint account were not his or hers before 
they were put into the account.)
3. IRAs, Keogh plans, pension funds, and annuities (Pensions 
and annuities are countable to the extent a person has the 
right to remove the funds as a lump-sum distribution. If the 
person does not have that right, then the persons pension pay­
ment is income but the fu n d itself is not a countable asset.)
4. Securities such as stocks, bonds (including government 
bonds and other investments), stock options, futures con­
tracts, debentures, mutual funds, money market funds, 
promissory notes, tax-free municipal bonds and any other 
financial instrument o f any kind (Jointly held securities are 
not considered to belong entirely to the applicant or his or 
her spouse. Instead they are considered owned based on 
the percentage appearing on the ownership certificate. A
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burden rests on the applicant to prove a different percentage 
of ownership than is shown on the certificate. If a security 
has no market value and it has no equity value or if the value 
cannot be reached then it is not considered countable.)
5. Cash surrender value o f life insurance policies (If a policy 
allows a loan o f the cash surrender value, then this loan 
value would be considered countable unless the proceeds 
are spent on consumable or noncountable assets.)
6. Real estate held for investment purposes
Noncountable Assets. Exemptions from countable assets are allowed 
for the following items—
One's home, under certain circumstances
Household goods
An automobile
Certain personal items
Trade or business property
Burial funds
Spousal Impoverishment. Spousal impoverishment provisions enable 
couples, if  one spouse is requiring long-term care, to retain up to 
$81,960 in countable assets in the year 2000 without being dis­
qualified from the Medicaid program.
Amounts in excess of the exempt assets, plus the spousal impover­
ishment amount of $81,960, plus the $2,000 or $3,000 exemption 
amount must be spent for long-term care before the spouse becomes 
eligible for Medicaid.
A couples assets are considered together in determining eligibility 
for Medicaid, but a couple's incomes are separated when determin­
ing how much the noninstitutionalized spouse is allowed to retain 
for personal maintenance thereby keeping the long-term care from 
impoverishing the well spouse.
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Help Desk—Additional information can be found in the AICPA 
Practice Aid, CPA ElderCare: A Practitioner's Resource Guide, and 
on the Internet at www.hcfa.org/medicaid.
Executive Summary— Medicaid Eligibility and Your Client’s Assets
• Those individuals qualified to receive Medicaid in connection with 
long-term care, must meet income and asset standards.
• Medicaid classifies a persons assets as countable and noncountable. 
In most states, a person is limited to $2,000 ($3,000 for couples) in 
countable assets to be eligible for Medicaid.
• Countable assets include cash, bank deposits, IRAs, Keogh plans, 
pension funds, annuities, securities, other financial instruments, 
cash surrender value of life insurance policies, and real estate held for 
investment purposes.
• Spousal impoverishment provisions enable couples, if one spouse is re­
quiring long-term care, to retain up to $81,960 in countable assets in 
the year 2000 without being disqualified from the Medicaid program.
Tax-Qualified Long-Term Care Insurance May Not Be a 
Client’s Best Bet
Important information about buying a long-term care insurance policy
CPAs whose practice includes ElderCare need to know more about 
long-term care (LTC) alternatives and their costs. The Health Insur­
ance Portability and Accountability Act (HIPAA), effective January 
1, 1997, created a new type of tax-qualified LTC policy. To induce 
people to buy ETC insurance, premium payments were made tax 
deductible. The catch: Policies that qualify may have benefits-eli­
gibility standards so rigorous they could do your client more 
harm than good in the long run. Even worse, HIPAA may have 
unintended tax consequences for purchasers o f traditional ETC 
policies. CPAs should be able to compare the benefits o f tax-qual­
ified and nontax qualified ETC policies and determine whether a 
particular ETC policy will provide clients reasonable access to 
benefits when care is actually needed.
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All LTC policies impose requirements a client must meet to gain 
access to insurance benefits. When purchasing an LTC policy, 
individuals should give high priority to those with the least-rigorous 
eligibility requirements. These requirements act as independent trig­
gers— that is, the insured must satisfy only one requirement, not 
several, to activate his or her contractual right to receive benefits. 
Most LTC policies contain only the following two triggers:
1. Proof o f the inability to perform a specified number of activ­
ities o f daily living (ADLs)
2. Proof the insured is “cognitively impaired”
The number o f recognized ADLs varies from state to state, and the 
number an insured person must lack the ability to perform to ac­
cess benefits likewise differs. States with the most rigorous con­
sumer protection tend to require insurance companies to recognize 
seven ADLs (bathing, continence, dressing, feeding, toileting, 
transferring— the ability to move in or out of a chair or bed— and 
ambulating— the ability to move about without a wheelchair).
Other insurance companies consider the loss o f instrumental activi­
ties to daily living (IADLs) in allowing access to benefits. IADLs in­
clude cooking, shopping for groceries, traveling to and from a 
doctor, cleaning house, doing laundry, managing medication, pay­
ing bills, and making telephone calls. A policy might allow a client 
to access benefits when he or she has lost the ability to perform only 
one ADL but also can no longer perform two or more IADLs.
M edical Necessity Trigger. Some policies offer a critical third trigger. 
The most popular is the “medical necessity” clause. If this trigger is 
satisfied, the insured can obtain benefits even if he or she is not cog­
nitively impaired and even if he or she has not lost the ability to per­
form the required number of ADLs. This clause if especially helpfu l 
to the insured because it allows access to benefits based on certifica­
tion by the insureds doctor that LTC assistance is medically neces­
sary, even if the other benefit triggers have not been activated.
Access to Benefits
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In selecting a tax qualified policy, the client must be aware of the 
potential limitations on access to benefits. A CPAs primary con­
cern should be to make sure that a client— influenced by meager 
tax benefits from premium deductions— does not purchase a tax- 
qualified policy that is likely to be insufficient for his or her 
needs. Tax-qualified LTC policies permit two triggers only; med­
ical necessity is not one o f them. The Internal Revenue Code 
(IRC) allows insurance companies writing tax-qualified policies 
to recognize as few as five ADLs. (Remember, the more activities 
a policy recognizes, the greater the accessibility o f benefits.) The 
IRC further reduces eligibility by eliminating ambulation as a 
trigger. At least one survey reports that ambulation is the ADL an 
individual is most likely to lose. There is a close connection be­
tween ambulation, transferring, and other ADLs such as bathing, 
dressing, and toileting. Furthermore, the IRC does not expressly 
limit how many ADLs a company can require the insured to have 
lost as a condition to benefits eligibility.
Certified as Chronically Il l  im itation. HIPAA introduces an­
other barrier to eligibility for LTC benefits: No benefits can be 
paid unless and until a licensed health care practitioner has certi­
fied the insured as “chronically ill.” The triggers that satisfy this 
requirement are the loss of at least two ADLs for a period of at 
least ninety days due to lack of functional capacity, or “requiring 
substantial supervision to protect such individual from threats to 
health and safety due to severe cognitive impairment.”
Individuals often have suffered a relatively short-term episode (an 
accident, heart attack, or stroke) and will recover. Help with the 
major ADLs can be o f substantial benefit in their recovery period. 
The chronically ill requirement substantially reduces their likeli­
hood o f receiving benefits from a tax-qualified LTC policy. An in­
dividual who determines that buying a tax-qualified policy is 
desirable should consider adding a post acute recovery policy to 
meet this need. Buyers o f nonqualified policies can probably 
cover this risk— with lower total premiums— by acquiring a pol­
icy with no elimination period.
Tax-Q ualified Policies L im it Access to Benefits
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Possible IADL Trigger Limitations. It is unclear whether an LTC 
policy that expressly provides benefits for IADLs meets IRC re­
quirements for a tax-qualified LTC policy. It would be impractical 
for an insurance company to investigate whether an insured was 
using policy proceeds to pay for help with IADLs versus ADLs. As 
a result, most companies do not want to scrutinize or reject benefit 
claims involving IADLs. The Internal Revenue Service (IRS), how­
ever, has questioned whether such benefits are consistent with the 
accident, and health insurance code provisions and should, there­
fore, be treated as taxable income.
Most of the elderly who need LTC, however, are simply frail individ­
uals who find it difficult to accomplish the ADLs and who also need 
help with IADLs. Under non-tax qualified LTC policies, assistance 
with IADLs caused by frailness is often covered. In fact, some com­
panies will sanction the loss of a certain number o f IADLs as triggers, 
permitting the client to access all of the policy’s major benefits.
Fuzzy Taxability
Most CPAs believe the receipt o f long-term care benefits is not 
taxable income under the tax law that preceded H IPAA. Many 
tax authorities representing insurance companies, however, main­
tain that H IPAA intended to make benefits from non-tax-quali­
fied LTC policies taxable.
The IRS now interprets H IPAA as requiring insurance companies 
to issue Form 1099s to all recipients of LTC benefits. This is espe­
cially curious since H IPAA did not expressly refer to non-tax-qual­
ified LTC policies. Furthermore, both the Treasury Department 
and IRS take the position that at least some LTC benefits were tax­
able even before H IPAA. The IRS maintains that the previous non­
collection of taxes on LTC policies was largely a reporting issue.
Without new legislation, IRS and Treasury personnel foresee no 
clarification in the near future. The IRS has said that regulations 
to clarify the issues are unlikely in the absence o f substantial pub­
lic demand. H aving convinced insurance companies to report
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LTC benefits as income, the IRS is satisfied to make rulings on a 
case-by-case basis.
Advising Clients?
Since this issue may not be clarified for years, how should CPAs 
advise their clients? CPAs can tell them not to buy LTC insurance 
that offers a relatively small tax deduction at the risk o f foregoing 
access to benefits. Even those who could benefit financially in the 
short run by purchasing a tax-qualified LTC policy should give 
careful consideration to the extraordinary cost o f the tax sav­
ings— in the form of decreased access to benefits— when the time 
comes for claiming those benefits.
Obtaining a policy that contains a medical-necessity clause may 
benefit some clients. The client whose doctor certifies the benefits 
as being medically necessary may have a better argument (on a 
case-by-case basis) that such benefits are excludable from income. 
Remember, however, that most LTC policies do not contain a 
medical-necessity trigger.
Executive Summary— Tax-Qualified Long-Term Care Insurance 
May Not Be a Client’s Best Bet
• Under the Health Insurance Portability and Accountability Act 
(HIPAA), premiums for tax-qualified long-term care (LTC) policies are 
deductible. However, limits on premium deductions and restrictions on 
benefits payments make these policies a poor choice for most clients.
• When purchasing an LTC policy, individuals should give high prior­
ity to policies with the least rigorous eligibility requirements.
• Tax-qualified LTC policies permit only two benefit triggers. The In­
ternal Revenue Code (IRC) also allows tax-qualified policies to rec­
ognize fewer activities of daily living (ADLs) than regular policies 
recognize. In addition, a licensed health care practitioner must cer­
tify the insured as chronically ill.
• Taxation of LTC benefits is an unclear subject. The Internal Revenue 
Service (IRS) interprets HIPAA as requiring insurance companies to 
issue Form 1099s to all benefits recipients. With this procedure in 
place, the IRS is ruling on taxation of benefits on a case-by-case basis.
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ElderCare In-Depth
Long-Term Care Facilities— Who’s Keeping Watch?
Detailed information on the regulation of long-term care facilities.
Who and how care facilities are regulated is important knowledge 
for ElderCare CPAs. Here we take an in-depth look at nursing 
homes, assisted living facilities, adult day care, and continuing 
care retirement communities.
Nursing Homes
State governments oversee the licensing o f nursing homes. In addi­
tion, states have a contract with the HCFA to monitor those nurs­
ing homes that want to be eligible to provide care to Medicare and 
Medicaid beneficiaries. The HCFA is the component of the De­
partment of Health and Human Services that oversees the Medicare 
and Medicaid programs. Congress established minimum require­
ments for nursing homes that want to provide services under 
Medicare and Medicaid. These requirements are broadly outlined 
in the Social Security Act. The Act entrusts the HCFA with the 
responsibility o f monitoring and enforcing these requirements. 
The HCFA has issued over 150 regulatory standards that nursing 
homes must meet at all times.
HCFA Minimum Requirements. The following list is a summary 
of minimum requirements for nursing homes that want to pro­
vide services under Medicare and Medicaid outlined in the Social 
Security Act:
• Quality o f life
— Quality assessment and assurance
— Scope of services and activities under the plan of care
— Residents’ assessment
— Provision of services and activities
— Required training o f nurse aides
— Physician supervision and clinical records
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• Requirements relating to residents’ rights
-  General rights
-  Transfer and discharge rights
-  Access and visitation rights
-  Admissions policy
-  Protection of resident funds
-  Limitation on charges in case o f Medicaid-eligible indi­
viduals
-  Posting o f survey results
• Requirements relating to administration and other matters
-  Administration
-  Licensing and life safety code
-  Compliance with federal, state, and local laws and pro­
fessional standards
-  Other
Inspections. HCFA contracts with each state to conduct on-site in­
spections (usually called state surveys). These inspections determine 
whether nursing homes meet the minimum Medicare and Medic­
aid quality and performance standards. The state conducts inspec­
tions of every nursing home that participates in Medicare and/or 
Medicaid on average about once a year. If the nursing home has 
many deficiencies, however, the state may conduct more frequent 
inspections. The state also investigates complaints about nursing 
home care. Each state has its own long-term care ombudsman who 
often oversees the investigative function. The AICPA Practice Aid, 
CPA ElderCare: A Practitioners Resource Guide, contains a directory 
of state agencies and state long-term care ombudsmen.
The inspection team consists o f trained inspectors, including at 
least one registered nurse. This team evaluates whether the nurs­
ing home meets individual resident needs. In addition, fire safety 
specialists evaluate whether a nursing home meets standards for 
safe construction. If an inspection team finds that a home does 
not meet a specific regulation, it issues a deficiency citation.
61
Depending on the nature of the deficiency, HCFA can take action 
against the nursing home. The law permits HCFA to take a variety 
of actions. For example, HCFA may fine the nursing home, deny 
payment to the nursing home, assign a temporary manager, or in­
stall a state monitor. HCFA considers the extent o f harm caused by 
the deficiency when it takes an enforcement action. If the nursing 
home does not correct its problems, HCFA terminates its agree­
ment with the nursing home. As a result, the nursing home is no 
longer certified to provide care to Medicare and Medicaid benefi­
ciaries. Any beneficiaries residing in the home at the time of the 
termination are transferred to certified facilities.
Nursing homes that do not receive Medicare and Medicaid must 
still undergo state inspection to maintain licensure.
Nursing Home Compare. HCFA offers an on-line service called 
“Nursing Home Compare” at www.medicare.gov. This is a search­
able version of HCFA’s Nursing Home Database. The primary 
purpose of this database is to provide understandable information 
about the performance of every Medicare and Medicaid certified 
nursing home in the country.
This database contains summary information about nursing homes’ 
last state inspection. This database also contains information that 
was reported by the nursing homes prior to the last state inspection 
including nursing home and resident characteristics.
Information in this database should be interpreted carefully and 
used in conjunction with other sources, as well as a visit to the 
nursing home. More detailed information about each nursing 
home can be obtained by contacting the state’s long-term care 
ombudsman or state survey agency.
Voluntary Accreditation. In addition to mandatory oversight, nurs­
ing homes may participate in voluntary accreditation programs. 
The Joint Commission on Accreditation of HealthCare Organiza­
tions (JCAHO) accreditation process is a voluntary program, as 
opposed to the mandatory state survey processes. To qualify for a 
JCAHO accreditation, the facility must pay a fee and undergo an 
initial survey, with follow-up surveys every three years.
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“Quality Check” is a searchable on-line database containing a 
summary o f the latest JCAHO accreditation survey This database 
can be found on the Internet at www.jcaho.org.
JC A H O  issues a Long Term Care Performance Report that lists 
thirty-five performance areas. The report shows an organizations 
score for every area and compares this score to other facilities. 
The following is a list of the performance areas that are addressed 
during an organizations evaluation:
• Resident-focused functions (resident rights, organization 
ethics, and continuum of care)
• Assessment of residents (assessment and diagnostic services)
• Care and treatment o f residents (planning and providing 
care, medication use, nutrition care, rehabilitation care and 
services, care of the dying, special procedures, respiratory 
care services for subacute programs, and anesthesia care 
services for subacute programs)
• Education of residents
• Improving organization performance (plan, design, measure, 
assess, improve)
• Leadership (planning and designing services, directing ser­
vices, integrating and coordinating services, and improving 
performance)
• Management of the environment of care (design, implemen­
tation, measurement systems, and social environment)
• Management o f human resources (human resources plan­
ning, orientation, training, education, and competency)
• Credentialing (credentialing and privileging for subacute 
programs)
• Management o f information (information management 
planning, resident specific data and information, and using 
information)
•  Surveillance, prevention, and control o f infection
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Unlike state surveys, which are performed every year, the accredita­
tion period for JCAHO is three years. Surveyors must have a cer­
tain level of experience in the long-term care field, attend a training 
program, and accompany experienced surveyors to on-site surveys 
before they are qualified as JCAHO surveyors. For more informa­
tion about the Joint Commission on Accreditation of Health Care 
Organizations, visit their Web site at www.jcaho.org.
Executive Summary— Regulating Nursing Homes
• State governments license nursing homes and monitor compliance 
with federal regulations and standards applicable to those nursing 
homes providing care to Medicare and Medicaid beneficiaries.
• State governments conduct on-site inspections of every nursing 
home that participates in Medicare and Medicaid on average about 
once a year.
• The federal government can take action against nursing homes that 
exhibit deficiencies. Actions include fines, denial of Medicare/Med- 
icaid payments, assigning a manager to monitor, and terminating 
the agreement with the nursing home.
• “Nursing Home Compare” at www.medicare.gov offers a database con­
taining evaluations of every Medicare/Medicaid certified nursing home.
• Nursing homes may participate in voluntary accreditation programs 
such as JCAHO.
• JCAHO issues a performance report on a nursing home. “Quality 
Check” is an online database containing a summary of the latest ac­
creditation survey (see www.jcaho.org.).
Assisted Living Facilities
One of the problems in selecting and evaluating assisted living facil­
ities has been the lack o f any consistent standards or regular survey 
process across the country. Standards for assisted living do not exist 
at the federal level, and many states have only recently set licensing 
standards for this level of care. Most states do not have any process 
in place to regularly survey these facilities. Such surveys would pro­
vide data which could be used to evaluate quality o f care. You 
should check with your own state for information on their licens­
ing requirements for assisted living facilities.
64
Two national accreditation programs have recently been initiated, 
by JCAH O  and by the Commission on Accreditation of Rehabil­
itation Facilities (CARF).
JCA H O  Accreditation. To be eligible for JCAHO accreditation, an 
assisted living facility would need to provide or coordinate personal 
services, twenty-four-hour supervision and assistance, activities, 
and health-related services. JCAH O  accreditation requires an on­
site survey by a survey team. Qualifications for surveyors and ac­
creditation periods are the same as for nursing homes.
The JCAH O  standards address the following performance areas:
• Consumer protection, rights, and assisted living community 
ethics
• Continuity of services
• Assessment and reassessment
• Resident services
• Resident education
• Health and wellness promotion
• Improving performance
• Leadership
• Managing the environment of care
• Managing of human resources
• Managing information
• Prevention and control o f infections
The JCA H O  standards will be effective in June o f 2000, and the 
first surveys are expected to be conducted by January 2001.
CARF Accreditation. The CARF assisted-living facility accredita­
tion program is also new, and was just unveiled in February 2000. 
CARF is a private, not-for-profit organization that accredits pro­
grams and services in adult day services, assisted living, behavioral 
health, employment and community services, and medical rehabil-
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itation. The CART program requires a site survey by peer reviewers 
every three years. CART accreditation standards for assisted living 
facilities is made up of assisted living’s core values and mission that 
address the following performance areas:
•  Input from the residents, families, caregivers, and other 
stakeholders
Disclosure of information 
Outcomes management
Individual-centered planning, design, and delivery of services 
Rights o f the residents 
Quality and appropriateness of services 
Leadership, ethics, and advocacy 
Continuity o f services
Strategic planning and financial management 
Human resources development 
Accessibility
Health, safety, and transportation
Executive Summary— Regulating Assisted Living Facilities
•  S ta n d a rd s  fo r  a ss is te d  liv in g  d o  n o t  ex ist a t  th e fed era l level, a n d  
m an y  states have o n ly  recently  set licen sin g  stan d ard s fo r th is level o f  
care. M o st  states d o  n o t have an y  process in  p lace  to  regularly  survey  
these facilities.
•  T w o n ation al accred ita tion  p ro gram s have recently  been  in itia ted  for 
assisted  liv in g  facilities.
•  O n e  accred ita tion  p ro gram , by  J C A H O , requires an  assisted  liv in g  
fac ility  to  p rov id e  c o o rd in a te d  p erso n a l serv ices, tw en ty -fou r-h ou r 
su p erv ision  an d  assistan ce, activ ities, an d  health -related  services.
•  T h e  o th er accred ita tion  p ro gram , b y  C A R T , requires a  site  survey  by  
peer review ers every three years an d  evaluates the facility  aga in st var­
io u s p erfo rm an ce  stan dards.
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Adult Day Care
Adult day centers can provide health services, therapeutic ser­
vices, and social activities for people with functional or cognitive 
impairments. This includes people with Alzheimer’s disease and 
other dementia, chronic illnesses, traumatic brain injuries, devel­
opmental disabilities, and other kinds o f increased care needs. 
Services provided vary widely from center to center. Adult day 
care centers can be organized per a medical model, under the aus­
pices of a hospital, skilled nursing facility (SNF), or per a social 
model. The medical model provides oversight o f the client by 
medical personnel, physical rehabilitation, and other therapies. It 
is often used to fulfill the care needs o f those recently discharged 
from a hospital or long-term care facility. The social model serves 
those who need more assistance than a senior center can provide. 
The social model provides planned activity programs, meals, 
transportation, counseling, access to social services and assistance 
with personal needs.
Adult day service regulations differ from state to state and by 
model. You should check with your area’s agency on aging to de­
termine the licensing requirements and regulations for adult day 
care centers in your area. A directory o f these agencies can be 
found at the Administration on Aging’s Web site at www.aoa.gov 
or by calling the ElderCare Locator at 1-800-677-1116.
CARF Accreditation. The CARF voluntary accreditation pro­
gram for adult day services was developed in conjunction with 
the National Adult Day Services Association, a constituent unit 
o f the National Council on Aging. The program is administered 
similarly to CARF’s accreditation program for assisted living fa­
cilities. On-site surveys by peer reviewers address whether the or­
ganization is in compliance with the accreditation standards for 
adult day services. Those standards cover performance areas simi­
lar to those surveyed for assisted living facilities
Continuing Care Retirement Communities
The Continuing Care Accreditation Commission (CCAC) accred­
its continuing Care Retirement Communities (CCRC). Accredita­
tion is voluntary. CCAC accredits continuing care retirement
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communities and other retirement communities that meet its eli­
gibility and accreditation standards. CCAC defines a CCRC as a 
retirement community that offers an older person a contract or 
contracts that provide residential living and various health care 
services for more than one year or the balance of his life. Other 
retirement communities, which are licensed or otherwise autho­
rized to operate by different states in varying ways, that offer older 
persons a contract or contracts that provide residential living and 
various health care services for less than one year, may also be ac­
credited if they fully meet CCAC's standards.
The accreditation process consists o f a site survey and a financial 
review by CCAC's financial advisory panel. The panel is com­
posed o f members from major public accounting firms, chief fi­
nancial officers, and other qualified professionals from accredited 
retirement communities, actuaries, and representatives from the 
development and finance industries.
Accreditation Standards. The CCAC's accreditation standards are 
the following:
• Governance and administration
— Mission and purposes
— The governing board
— Integrated strategic and financial planning
— Administration and personnel
— Marketing and promotional materials
— Resident agreement(s) and admissions
— Organizational ethics
— Information management
• Financial resources and disclosure
— Current financial position
— Long-term financial resources
— Financial information and disclosure
• Resident life, health and wellness
— Resident life, health and wellness philosophy
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-  Resident life and health and wellness programs
-  Resident services and amenities
-  Care coordination within the continuum
-  Physical environment
For information about CCRCs or the CCAC accreditation pro­
grams, or a directory of accredited CCRCs, visit the American 
Association o f Homes and Services for the Aging’s Web site at 
www.aahsa.org or the Continuing Care Accreditation Commis­
sion’s Web site at www.ccaconline.org.
Executive Summary— Regulating Adult Day Care and Continuing 
Care Retirement Communities (CCRCs)
• Adult day care can be formed on a medical model or on a social model. 
Regulations differ from state to state and by model.
• Your area agency of aging can provide licensing requirements and 
regulations for adult day care centers in your area.
• The CARF voluntary accreditation program for adult day services ex­
ists. This program conducts peer review surveys and evaluates day care 
centers against various standards.
• The CCAC accredits CCRCs. Accreditation is voluntary.
• The accreditation process consists of a site survey and a financial re­
view by CCAC’s financial advisory panel.
• For information about the CCAC accreditation program, or a direc­
tory of accredited CCRCs, visit the American Association of Homes 
and Services for the Aging’s Web site at www.aahsa.org or the Continu­
ing Care Accreditation Commission’s Web site at www.ccaconline.org.
The Resource Zone
Practice Aid, courses, expert advice, and other resources available to 
ElderCare CPAs.
Help Desk
The ElderCare Service Development Task Force welcomes your com­
ments and questions about the emerging practice area of CPA Elder­
Care services. The following table provides contact information.
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Name Address Phone/Fax/Email
George A. Lewis 
Chair
Broussard Poche Lewis 
&  Breaux
4112 West Congress Street 
Lafayette, LA 70506
Phone: 337-988-4930 
Fax: 337-984-4574 
Email: galbplb@aol.com
Louise Anderson Davis Monk &  Company 
4010 NW  25 Place 
Gainesville, FL 32606
Phone: 352-372-6300 
Fax: 352-375-1583 
Email: landerson@davis 
monk.com
Karen Stevenson Brown ElderWeb
1305 Chadwick Drive 
Normal, IL 61761
Phone: 309-451-3319 
Fax: 800-908-8234 
Email: ksb@elderweb.com
Robert L. Burton LeMaster &  Daniels PLLC 
8817 E. Mission 
Spokane, WA 99212
Phone: 509-928-1714 
Fax: 509-928-1909 
Email: burtob@ 
lemaster-daniels.com
Michael Epp Hawkings Epp Dumont, 
Chartered Accountants 
Suite 101, 17107-107 Avenue 
Edmonton, Alberta 
Canada T5S 1G3
Phone: 780-489-9606 
Fax: 780-484-9689 
Email: mepp@hed-edm.com
Mitchell Freedman 
(PFP Liaison)
Mitchell Freedman 
Accountancy Corporation 
15260 Ventura Boulevard, #940 
Sherman Oaks, CA 91403
Phone: 818-905-0321 
Fax: 818-789-0484 
Email: mitchpfs@ 
mfac-bizmgt.com
W. (Bill) A.M. Hyde Collins Barrow 
50 King Street 
P.O. Box 1656, Stn. Main 
Brantford, ON 
Canada N 3T 5V7
Phone: 519-759-4424 
Fax: 519-759-8577 
Email: bh@sstsystems.com
Kelly G. Lohn Lohn Caulder 
200-837 Homer Street 
Vancouver, BC V6B 2W2 
Canada
Phone: 604-687-5444 
Fax: 604-688-7228 
Email: klohn@lohn 
caulder.com
Jay H. Kaplan Jay H. Kaplan, CPA 
145 North Church Street 
Spartanburg, SC 29306
Phone: 864-489-4343 
Fax: 864-489-1164 
Email: PWKaplan@aol.com
Armand Ostroff Deming, Malone, Livesay 
&  Ostroff
9300 Shelbyville Road 
Suite 1100 
Louisville, KY 40222
Phone: 502-326-2333 
Fax: 502-326-2433 
Email: aostroflB@home.com
Paul Pethick Soberman, Isenbaum &  Colomby Phone: 416-964-7633 
2 St. Clair Avenue East Fax: 416-964-6454 
Suite 1100 Email:ppethick@ 
Toronto, ON soberman.com 
Canada M 4T 2T5
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Name Address Phone/Fax/Email
JoAnne Rowning Moss Adams LLP 
8705 S.W. Nimbus 
Suite 115
Beaverton, OR 97008
Phone: 503-646-4476 
Fax: 503-641-7169 
Email: joanner@moss 
adams.com
Tony Pugliese 
Director
Assurance Services
American Institute o f CPAs 
1211 Avenue of the Americas 
New York, NY 10036-8775
Phone: 212-596-6083 
Fax: 212-596-6233 
Email: apugliese@aicpa.org
Ann Elizabeth Sammon 
Technical Manager 
Assurance Services
American Institute o f CPAs 
1211 Avenue of the Americas 
New York, NY 10036-8775
Phone: 212-596-6142 
Fax: 212-596-6233 
Email: asammon@aicpa.org
International ElderCare Contacts
Karen Duggan The Canadian Institute 
of Chartered Accountants 
277 Wellington St. West 
Toronto, Ontario M5V 3H2 
Canada
Phone: 416-204-3238 
Fax: 416-977-8585 
Email: karen.duggan@cica.ca
Stan Neild ElderCare 
CPA Australia 
GPO Box 2820AA 
Melbourne VIC 3001, Australia 
Level 28, 385 Bourke Street 
Melbourne VIC 3127, Australia
Phone: 613-9606-9743 
Fax: 613-9602-2110 
Email: sneild@eldercare.cc
Practice Aid
The AICPA practice aid CPA ElderCare: A Practitioners Resource 
Guide is your best guide to help you successfully deliver assurance 
services to the elderly and their families. The guidebook is pre­
sented in a looseleaf format to accommodate future updates and re­
source materials. The guidebook answers your questions about 
many issues in CPA ElderCare Services and presents the nuts and 
bolts of practicing in this area. This user-friendly resource is packed 
with unique features such as the following:
• Two free PowerPoint presentations that can be customized 
to fit your needs, including speaker notes to help your dis­
cussions with potential clients and your staff
•  Sample documents, including a marketing brochure, press 
release, engagement letters, nursing home checklist, reports, 
and assessment forms
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•  State-specific information, including phone numbers o f 
state Medicare, Medicaid, Social Security offices, and client 
referral sources
• Chapters on applicable professional standards, reporting, 
quality control, and best practices
• Broad coverage of vital areas, with such topics as choosing 
a nursing home, long-term care insurance, and federal and 
state programs for the elderly
Equip yourself with the knowledge of key concepts, specialized 
techniques and extensive lists o f resources— and get yourself on 
AICPA's list for supplements and update services. Call the AICPA 
at 1-888-777-7077 and ask for product number 022504.
Training Courses
The AICPA ElderCare Service Development Task Force has worked 
with the AICPA's Professional Development Team to develop a series 
of training courses designed to fulfill the multidisciplinary needs of 
the CPA ElderCare services practitioner. The following five semi­
nar courses (also available in self-study text and video formats) are 
currently available to meet your training needs.
• Developing an ElderCare Practice (Product Number 730070 
(text) 181640 (video)). This course provides an overview of 
the service and outlines the steps the CPA will need to take 
to get started in the ElderCare practice. The course also in­
troduces practitioners to the various disciplines with which 
they need to be familiar in order to competently provide 
CPA ElderCare services.
•  ElderCare: The M edical and Psychosocial Issues o f Aging 
(Product Number 731403 (text) 181750 (video)). This 
course gives the ElderCare practitioner a working knowl­
edge o f the most common physical and psychosocial ef­
fects o f aging. Although CPAs will not be delivering health 
care services directly to their ElderCare clients, it is impor­
tant for them to understand how some common effects of 
aging affect their clients’ moods and mental faculties.
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•  ElderCare Practice Management and Practice Development 
Issues (Product Number 731402 (text) 181740 (video)). 
This course addresses practice issues unique to CPA Elder- 
Care services. Everything from engagement letters, check­
lists, and quality control for the ElderCare practitioner can 
be found here.
• ElderCare: The Financial Issues o f Aging (Product Number
731400 (text) 181770 (video)). This course addresses the 
most pressing issue for all elderly Americans, selecting the 
kind o f care that is best for them and being able to afford 
it. This course helps practitioners serve the planning needs 
of their elderly clients.
•  ElderCare: The Legal Issues o f Aging (Product Number
731401 (text) 181760 (video)). This course covers powers 
o f attorney, living wills, and other legal issues related to the 
elderly. It also discusses how a number o f these legal issues 
affect the CPA ElderCare practitioner.
In addition, you can gain valuable training from the following highly 
recommended continuing professional education (CPE) courses:
•  Professional Ethics for CPAs (Product Number 731593). 
This CPE course reviews the AICPA’s Code of Professional 
Conduct and its application in practice. It explains the rea­
soning and application of the Code and explains the fun­
damentals, definitions, implementation, and authoritative 
bases of the Code.
•  Meeting the Older Client’s Needs: Tax, Health Care and Asset 
Protection Planning (Product Number 732070). This CPE 
course provides ideal training for the practitioner who has 
or expects to have elderly clients. This practical course 
shows you how to leverage basic tax and financial informa­
tion into a wide range of custom value-added services, pro­
vides you with ready-to-use analytical tools, and prepares 
you to meet your client's unique needs.
Call the AICPA at (888) 777-7077 to order these valuable training 
courses.
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Online Library
The AICPA will be launching a new online learning library—  
AICPA InfoBytes. An annual fee ($95 for members and $295 for 
nonmembers) will offer unlimited access to over one thousand 
hours o f online CPE in one- and two-hour segments. Register 
today as our guest at http;//infobytes.aicpaservices.org.
Information and Referral Research Tool
The AICPA recently entered into an agreement with LifeCare.com, 
a leader in the work/life benefits field, to provide their on-line 
services to CPA ElderCare practitioners. This service, which will 
be offered on a subscription basis, is called the AICPA LifeCare 
Professional Subscription.
LifeCare.com offers work/life information and related resources 
24/7 through its Web site. Subscribers can customize the site in­
formation to receive a constant news feed that fits their profes­
sional interests. This site contains a library o f more than 40,000 
pages o f information on issues related to adult care, senior health, 
special needs, financing life events, and more. You can locate 
nursing homes, home health care agencies, and other service 
providers either in your local market or across the country. An 
“Ask the Experts” feature allows you to submit general questions 
related to care facilities, senior health, and more.
In addition to the use o f the LifeCare.com's on-line service, sub­
scribers are eligible to utilize LifeCare.com's assessment and com­
prehensive referral service at a special rate available only to AICPA 
subscribers.
For more information about the AICPA LifeCare Professional Sub­
scription contact Ann Sammon at asammon@aicpa.org. To order 
this subscription, call the AICPA at 1-888-777-7077.
Marketing Toolkit
Market your ElderCare services with customizable, professionally 
prepared client brochures, advertisements, and introductory letters. 
The ToolKit contains materials targeted to both your older adult
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clients and the families or caregivers o f older adult clients. Each 
set o f materials explains to your current or potential clients what 
ElderCare services are and how they can benefit from them.
All you have to do is take the CD  to your local printer and cus­
tomize the brochures, ads, or letters with your firm name and ad­
dress. The client brochure even lets you create a custom list of 
services by adding or deleting specific information. If you choose, 
you may customize the materials yourself utilizing QuarkXPress and 
Adobe Photoshop. The CD is designed to be both PC and Macin­
tosh compatible for your convenience.
To order the ToolKit, call the Order Department at 1-888-777-7077 
and ask for Product Number 022508.
Web Sites
The following Web sites are useful places for the ElderCare prac­
titioner to conduct research about ElderCare topics. These sites 
provide numerous links to other sites related to aging and the 
aged. For a more comprehensive list o f organizations related to 
aging and the elderly, see Chapter 10 of the AICPA Practice Aid, 
CPA ElderCare: A Practitioners Resource Guide.
Name of Site Content Internet Address
Administration on Aging
Access America for Seniors This site allows seniors to request 
government documents on-line, 
provides resource information 
about programs for seniors, and 
provides links to other senior sites.
This site contains information on 
many issues affecting the elderly 
and their families. It is a good 
starting point for research and 
includes numerous Internet links, 
as well as a comprehensive resource 
directory for elderly people.
Information on issues affecting 
the
Extensive discussion can be found 
here of assurance services and 
the recent activity of related 
committees and task forces.
www.semors.gov
www.aoa.gov
American Geriatrics 
Society
American Institute 
of CPAs
www.americangenatrics.org
www.aicpa.org
{continued)
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Name of Site Content Internet Address
Elderweb Online Site has numerous links to Web 
resources for ElderCare 
professionals and consumers.
www.elderweb.com
Health Care Financing 
Administration
Information is provided here on 
the Medicare and Medicaid 
programs for consumers 
and providers.
www.hcfa.gov
Health Insurance 
Association of America
This site gives information on 
Medigap policies and long-term 
care insurance.
www.hiaa.org
National Association of 
Area Agencies on Aging
This is a source o f information 
about local area agencies on aging, 
including numerous links to local 
agencies and national associations.
www.n4a.org
National Association of 
Social Workers
This site gives information about 
social workers and links to other 
organizations.
www.socialworkers.org
National Resource and 
Policy Center on Housing 
and Long-Term Care
This is the site for the Home 
Modification Assistance Program, 
which provides support for 
builders and others to make 
alterations to homes to allow 
for independent living.
www.usc.edu/go/hmap
New LifeStyles Online A guide to senior residences and 
care options
www.newlifestyles.com
SeniorCom SeniorCom’s Online Community 
provides products, services, 
information and entertainment 
to the 50-Plus market.
www.senior.com
SeniorLaw Information about Medicare, 
Medicaid, estate planning, trusts, 
and the rights o f the elderly
www.seniorlaw.com
Social Security 
Administration
Social security information is 
provided on this site.
www.ssa.gov
Visiting Nurse 
Associations 
of America
Information on Illness, 
Medication, Medical
Links to local visiting nurse 
associations are available on 
this site.
www.vnaa.org
Advice, and So On Content Internet Address
InteliHealth Advice about numerous medical 
conditions can be found on 
this site.
www.intellihealth.com
CancerGuide Question and answer help for 
cancer patients is available on 
this site.
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www.cancerguide.org
Information on Illness, 
Medication, Medical 
Advice, and So On Content Internet Address
HealthAtoZ This site is a good search engine 
for medical sites.
www.healthatoz.com
RxList Information on many 
medicines, including side effects 
is available here.
www.rxlist.com
Diagnostic Checklist
The following checklist is a diagnostic tool that elderly clients can 
utilize to help them determine whether they need to consult their 
physician about possible depression. This checklist was created by 
the National Institute o f Mental Health (www.nimh.nih.gov).
A Depression Symptom Checklist
Have you experienced any o f  these sym ptom s for m ore than two weeks? I f  you 
answer yes to four or m ore o f  the sym ptom s for depression or m ania, a physical 
and psychological evaluation by a physician and/or m ental health specialist 
should be sought.
Symptoms o f Depression:
•  A  persistent sad, anxious or “empty” m ood
•  Loss o f  interest or pleasure in ordinary activities, including sex
•  Decreased energy, fatigue, feeling “slowed down”
•  Sleep problems (insomnia, oversleeping, early-morning waking)
•  Eating problem s (loss o f  appetite or weight, weight gain)
•  Difficulty concentrating, remembering, or m aking decisions
•  Feelings o f  hopelessness or pessim ism
•  Feelings o f  guilt, worthlessness, or helplessness
•  Thoughts o f  death or suicide; a suicide attempt
•  Irritability
•  Excessive crying
•  Recurring aches and pains that do not respond to treatment
I f  you have recently experienced a loss, these feelings may be part o f  a normal 
grief reaction. But, i f  the feelings persist with no lifting m ood, you may need 
professional treatment.
Symptoms o f Mania:
These sym ptom s m ay range from moderate to severe. W hen m ania is moderate, 
only people close to you m ay be able to spot these sym ptoms.
(continued)
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Symptoms o f Mania (continued):
Excessively “high” m ood 
Irritability
Decreased need for sleep 
Increased energy
Increased talking, moving, and sexual activity 
Racing thoughts
D isturbed ability to m ake decisions 
Grandiose notions 
Being easily distracted
The Assurance Services Alert, CPA ElderCare Services, is published 
annually. As you encounter practice issues that you believe war­
rant discussion in next year’s Alert, please feel free to share those 
with us. Any other comments that you have about the Alert 
would also be greatly appreciated. You may email those comments 
to rdurak@aicpa.org or write to:
Robert Durak, CPA 
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, N J 07311-3881
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